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University of Washington
Abstract

Shipbuilding and the Wilson Administration:
The Development of Policy, 1914-1917

by William John Williams

Chairperson of the Supervisory Committee: Professor Robert E. Burke
Department of History

This study is based on the official records of the U.S. Shipping

Board and Navy, the private papers of leading qovernment officials, and

the published papers of gEiiiiiif_zggiigz’ziligz)

The narrative reveals the confusion and disputes that hampered the

initial efforts of the Wilson Administration to meet the merchant
shipping crisis caused by U-boat attacks. Special emphasis is placed
on the impracticality of the Shipping Board's plans for building a
large fleet of wooden steamers, the personality conflicts that delayed
the implementation of a logical merchant ship construction program, and
the indecisiveness of President Wilson in dealing with these
challenges‘&Eiéizs;h—_—_—

Late in Juli 1917 Wilson appointed new officials to head the
merchant shipbuilding effort. The dissertation describes the actions
these men took to speed both wood and steel construction, to commandeer
all partially completed steel hulls, and to provide for the "mass
production" of commercial tonnage in "fabricated shipyards."

The study also examines the Navy's wartime shipbuilding program
and shows that Secretary Daniels's delay in proceeding with a massive

destroyer construction effort was prudent in light of the conflicting
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advice he was receiving from senior naval officers. Once Daniels
decided to focus on the production of anti-submarine craft, the Navy
developed a logical building program, although the Secretary's
cautiousness and political sensitivity did cause additional delay in

the implementation of construction plans.
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CHAPTER 1
AMERICAN SHIPBUILDING BEFORE THE GREAT WAR

Commercjal Shipbujlding

On 1 September 1789 President George Washington signed into law a
navigation act designed to restrict registry in the American merchant
marine to ships bullt in the United States. Additional legislation, in
1792 and 1793, closed loopholes in the original law and provided
"complete protection to American shipbuilders by granting American
registry exclusively to ships built" in U.S. yards. These navigation
acts remained in effect, with only minor modifications, until 1912.1

Prior to the Civil War, the restrictive aspects of these
navigation laws were unimportant. Shipowners did not have to be
coerced to buy American-built vessels/since these were twenty-five to
fifty percent less expensive than those built abroad. The reason for
this cost advantage was America's vast timber resources. Cheap lumber
more than offset the higher cost of labor, lronware, cordage, and sail
cloth in the United States, and enabled the nation's shipbuilding
industry to flourish. This was especlally true in Maine, the "Pine
Tree State," where shipyards had access to plentifﬂl supplies of
timber. Shipbuilders also prospered in Massachusetts, New York, and --
to a lesser extent -- New Hampshire, Rhode Island, Connecticut,
Pennsylvania, and Hatyland.2

As time passed, the United States began to lose its comparative
advantage in shipbuilding. One problem was the tremendous drain
shipyards put on stands of timber near the seaboard. The large oaks
needed for frawe timber and the tall pines needed for masts became
increasingly scarce in coastal regions. By 1860 many bullders were
acquiring these types of timber in the interior, but transportation
costs to the coast added significantly to the expense of the wood, and
the price of American ships rose.3 An even more serious threat to
American shipbuilders, however, was the development in Europe of ships




made of iron.

Great Britain was the first country to launch an iron vessel --
the Aaron Manby, a small steamboat built in 1822. A little over a
decade and a half later an iron sailing ship of 271 gross tons,4 the
Ironsjdes, built in Liverpool, would cross the Atlantic. Then, in
1844, a yard in Bristol turned out the Great Britajn, a liner of 3,270
gross tons driven by a screw propeller. The success of this large
metal steamship stimulated the growth of iron shipbuilding in Europe.

By 1860 it was clear that iron vessels had numerous advantages.
They proved to be "sturdy, fast, durable, and, above all, very
(water]tight." Since they did not need heavy oak framing to hold
together their hulls, they provided shipowners with more usable space
than comparable wooden craft. Iron ships could also be built much
larger than their wooden counterparts, and could better withstand the
strain of screw propellers. Moreover, after the Civil War iron vessels
became competitive in price with wooden ships.5 This was bad news for
the American shipbuilding industry, for the United States did not
possess a comparative advantage in the construction of iron ships.

The success of American shipyards before 1860 had been based on
cheap timber prices, but inexpensive wood was of little benefit to iron
shipbuilders. As British yards substituted metal for lumber, U.S.
Eirms found themselves facing a severe disadvantage, for iron was more
expensive in the United States than in Britain.

According to the economic historian John G. B. Hutchins, the
"basic difficulty [for the U.S. iron industry) was the differential in
wage rates, which reflected the relative scarcity of labor in the
United States in general compared with land and natural resources."
This "relative scarcity" drove up the cost of labor, and made American
wage scales -- for both skilled and unskilled labor -- generally higher
than elsewhere. As W. Elliot Brownlee points out in his study of the
U.S. economy, this was the reason immigrants "poured into American
cities™; they "were cognizant . . . of the relatively high wages even
their unskilled labor could command in the nation's cities and
factories."




These "relatively high" American wage rates drove up the cost of
iron plates and other processed raw materials needed by American
shipyards -- and also drove up the expense of shipyard labor. Yet
labor costs were not the only problem U.S. shipbuilding firms faced in
the construction of iron vessels. The great distances coal and iron
had to be shipped in America, often through difficult terrain (such as
the Allegheny Mountains), added to material costs. Iron production in
U.S. foundries was also a smaller scale operation than in Britain, and
therefore less efficient and more costly. Because of such factors,
American iron shipbuilders faced higher bills for both material and
wages than their British competitors; this made it impossible for
American yards to compete in price in the production of metal ships.
The first two significant iron vessels built In the United States were
launched on the Delaware River: the 212-ton steamer Bangor, built in
1844, and the 216-ton schooner Mahlon Betts, built in 1855. Both were
seaworthy, but because of their high cost neither vessel was followed
by a repeat order.6

U.S. yards were also at a disadvantage when British builders
introduced steel ship construction in the late 1870s. The first large
vessel to be launched with a steel hull was the 1,777-ton liner
Rotomahana, built on the Clyde in 1877. The great advantage of steel
was that it permitted a fifteen percent reduction in hull weight, which
meant steel ships could carry more cargo than iron ships of the same
size. As the price of steel fell -- due to innovations such as the
Bessemer and open-hearth processes -- British yards rapidly converted
from iron to the new metal. Shipbuilders in other European nations,
especially Germany, also began to turn out steel vessels in significant
numbers.7

Although the United States developed a massive and highly
efficient steel industry (which had low production costs due to
economies of scale, abundant coal resources, the opening of vast iron
ranges in Minnesota, and the development of economical rail and lake
transportation networks), this was of little benefit to American
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shipyards: until about 1910 U.S. shipbuilders paid substantially more
for steel than their British and German competitors. This was
primarily due to monopolistic practices by the large American steel
companies, which cooperated with each other to charge shipyards
artificially high prices for steel plates. The nation's huge steel
firms also took advantage of the country's protective tariff to segment
their market into two parts: in the protected home market they fixed
prices at comfortably high rates, while overseas they competed at the
world price -- and sometimes even dumped surplus production at bargain
rates to penetrate new markets. In the late 1890s, for example,
American-produced ship plates were sold to British yards for §$8-$15
less per ton than at home. Although Congress approved several
adjustments to the tariff structure to address this problem, these
modifications contained so many restrictions that they had little
effect.

By the turn of the century, raw material costs in U.S.
shipbuilding plants were estimated to be thirty to forty percent higher
than in British yards. Since wage rates in American shipyards also
remained high -- fifty to one hundred percent above those prevailing in
the United Kingdom -- the steel vessels built in America cost much more
to produce than those turned out in Great Britain. German steel
shipyards also enjoyed a price advantage over the United States. John
G. B. Hutchins estimates that by 1900 steel ships constructed in
American plants were generally twenty-five to fifty percent more expen-
sive than those produced in either British or German yards.8

This transition from wood to steel put the American merchant
marine at a severe disadvantage. The navigation acts approved during
the Washington Administration still required U.S. ship operators to
purchase American-built vessels, but these now cost substantially more
than the steel ships used by other merchant marines. This meant
shipowners with U.S8. registry had to buy relatively expensive ships
and, as a consequence, pay comparatively high insurance, interest, and
depreciation costs. The country's navigation laws also required the
use of American officers on ships flying the stars and stripes. Since




prevailing U.S. wage rates remained higher than those of other maritime
nations, this also increased the cost of U.S. registry. As a result,
the American merchant marine could not effectively compete in overseas
trade during the last decades of the nineteenth century.9

After the Civil War, many shipowners caught in this financial
squeeze lobbied Congress for a change in the :avigation laws which
would permit them to purchase relatively cheap foreign-built vessels
and operate them under the American flag. This was known as the "free
ship" policy. U.S. shipbuilders vigorously opposed this, arquing it
would ruin their industry. The builders maintained that a better
solution to the problem would be for the government to offset the high
cost of American-built vessels by paying subsidies to shipyards,
shipowners, or both. That way the nation could have both a large
merchant marine and a viable shipbuilding lndustty.lo

There were problems, however, with subsidies. Many Americans
objected to the idea of government payments to the wealthy businessmen
who owned ships and shipyards. The public suspected there was a dark
side to subsidies -- and indeed there could be. For example, in 1865
the Pacific Mail Steamship Company received a government subsidy of
$500,000 a year to establish monthly service with China and Japan. To
carry out this contract the firm ordered four large ships in American
yards. In 1872 the company's president, a reckless speculator named
Alden B. Stockwell, went to Congress to request a doubling of the
subsidy in return for expanded service to the Far East. As Congress
deliberated this proposal, Jay Gould -- the era's most notorious finan-
cial manipulator -- began a series of complex maneuvers to take over
Pacific Mail. After Congress approved the additional subsidy, Gould
gained controlling interest of the line. Meanwhile, a scandal
developed: newspapers reported Pacific Mail had spent up to $§1 million
to secure passage of the additional subsidy. A congressional
investigation revealed Stockwell had tried to influence the legislative
deliberations by manipulating the price of the company's stock, and by
spending $335,000 for lobbying activities -- which many suspected had
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paid for bribes. The public, already outraged over railroad scandals
such as the Credit Mobilier, and horrified at the thought of paying
federal funds to such shady financiers as Stockwell and Gould, demanded
Congress cancel the 1872 subsidy, which was done in 1875. Furthermore,
when the line's original subsidy expired in 1877, it was not renewed.
The Pacific Mail incident thus "threw the whole subsidy system into
disrepute” and stiffened opposition to government aid to shipping and
shipbuilding lnterests.ll

The "free ship" forces used the Pacific Mail scandal to press
home their argqumwent that subsidies were not the best way to solve the
nation's maritime problems. They maintained that both the merchant
marine and the shipbuilding industry would ultimately prosper if the
navigation laws were modified to permit American registry of foreign-
built vessels. Shipowners flying the American flag would benefit since
they could operate less expensive vessels, and shipbuilders could
expect an expansion of repalr work since there would be more U.S.-
registered ships. This substantial repair business, "free ship"
advocates suggested, would enable American yards to develop their
efficiency to the point where they eventually would be able to compete
with foreign buildezs.lz

Although this line of reasoning had a logic to it in theory,

shipbuilders were not reassured. There was no guarantee American ships
would be repaired solely in U.8. yards -- they could just as easily
undergo non-emergency repairs abroad, where costs were lower.
Shipbuilders therefore continued their spirited opposition to "free
ships,” and in this they had powerful allies in the Republican Party.

James G. Blaine, Marcus Alonzo Hanna, William McKinley, Theodore
Roosevelt, William Howard Taft, and other leaders of the Republican
Party believed shipbuilders were Jjust as deserving of government
support as the industrialists who benefited from the Party's high
protective tariff policies. Republican Administrations thus repeatedly
advocated the payment of bounties to shipbuilders, or mail subsidies to
U.8.-flagged vessels, to offset the cost disadvantages of American

tegistty.13




Many Democrats, recognizing there was little public support for
subsidies away from the nation's seaboard, saw this as an issue they
could exploit. A number of Democrats in Congress attacked subsidies as
shameless raids on the federal treasury by rich shipowners and
industrialists. The way to build up the merchant marine, they
maintained, was not through government handouts, but by allowing
foreign-built ships into the American registry. The "free ship"
arqument was thus the Democratic answer to Republican calls for
subsidies.t?

Yet party discipline on this issue was not strict -- Democrats
from shipbuilding centers would often support subsidies while
Republicans from interior districts would oppose them. The issue, in
short, became mired in complicated partisan and regional politics. The
result wvas basically a stalemate: no "free ship" bills were passed
during the late nineteenth century, and the subsidies approved by
Congress were heavily watered down by their opponents. One of the
period's most generous subsidies, signed into law by the Republican
President Chester A. Arthur in 1885 -- just as he was leaving office --
was never put into effect because the incoming Democratic President,
Grover Cleveland, impounded the funds. The maritime policy that
resulted from this kind of political process has been aptly described
as "a maze of contradictions that was ultimately more harmful ‘than
helpful.'ls

As this debate droned on, shipowners flying the American flag
faced financial ruin. Increasingly they withdrew their names from the
nation's shipping register. Many abandoned the shipping business
altogether, while others decided to operate under foreign flags. By
1901 over 670,000 gross tons of merchant vessels in foreign fleets were
actually owned by Americans, and by 1914 this total was estimated at
between 1,500,000 and 2,000,000 gross tons.16

The once-proud merchant marine of the United States now found
itself in a severe long-terwm decline. In 1860 over sixty-five percent
of U.S. exports and imports had been carried in vessels flying the
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American flag, but by 1880 this figure was well under twenty percent,
and by 1900 it had fallen to less than ten percent, where it remained
until World War I. At the turn of the century only about three dozen
steamships on international trade routes had American registry, and
these only survived due to the meager government subsidies provided by
the Ocean Mail Act of 1891. The impact of this situation on the
country's shipbuilding industry was severe: the number of orders placed
for ocean steamers for the foreign trade dropped to almost nothlnq.17
During the decades between the Civil War and World Var I, most
American-bullt ships were employed in the coastwise trade between U.S.
ports. On these shipping routes foreign competition was not a threat
because an 1817 navigation act gave American-registered vessels an
absolute monopoly over the nation's coastal, lake, and river shipping.
Since the only craft eligible for U.S. registry were those built in the
United States, this meant American shipyards had an effective monopoly
on construction for domestic shipping toutes.18
The amount of merchant tonnage employed in the coastwise trade
grew substantially as the American economy boowed during the late
nineteenth and early twentieth centuries. 1In 1890 there were roughly
3,400,000 gross tons of coastal shipping; by 1910 this number had
increased to more than 6,500,000 gross tons. Contributing to this
growth was the development of inland waterways, increased shipping on
the Great Lakes, a dramatic boost in trade with Alaska after the Yukon
and Nome gold strikes, and the acquisition of Hawaii and Puerto Rico --
which Congress included in the coastal monopoly in 1898 and 1899
respectlvely.19
Much of the tonnage produced for this coastwise trade was built
in yards on the Great Lakes. Major shipbullding plants were located in
Cleveland, Detroit, Toledo, Milwaukee, Duluth, Port Huron, Chicago,
Buffalo, and other lake cities. These yards specialized in building
large freighters of 6,000 to 10,000 deadweight tons>’ for the lron-ore
and grain trades. During the first decade of the twentieth century,
the Great Lakes produced more than 1,800,000 gross tons of shipping --

over forty percent of the nation's total production of merchant




vessels. Especially impressive were the years between 1906 and 1910,
when lake builders delivered more commercial tonnage than all the yards
on the Atlantic, Pacific, and Gulf Coasts conblned.21

In the yards located on America's coastline, the majority of
merchant tonnage produced was also for the coastwise trade. This con-
sisted primarily of moderate-sized freighters and liners. The few
large steamships bullt were primarily for subsidized foreign routes, or
the protected trade with Hawaii. Several wooden shipyards, in New
England and the Pacific Northwest, managed to stay in business past
1900 by building schooners, but orders for these obsolete sailing ships
declined as tugboats towing barges replaced them on coastal shipping
routes. Large numbers of these tugs and barges were built during the
decades before World War I, but this small boat construction was not
nearly as beneficial to the shipbuilding industry as contracts for
large ocean steamers -- and these were increasingly zare.zz

During the McKinley, Roosevelt, and Taft Administrations,
shipowners and shipbuilders tried to improve this dismal maritime
predicament by pressing Congress to approve additional subsidies.
Thelr efforts led to heated congressional debates, but no new
legislation. The only government payments to shipping lines continued
to be those provided by the Ocean Mail Act of 1891, But this act,
according to one advocate of subsidies, was so "insufficient and
illiberal in its provisions" that it conferred "only the most trifling
benefits upon the American merchant marine in the foreign trade." By
the end of the Taft Administration there were only about a dozen
steamships left on international routes which still flew the U.S. flag.
Building vessels for this tiny fleet provided little work for the
nation's shipyards, and "free ship" advocates decided the time was ripe
for another assault on the navigation acts of the eighteenth centuty.z3

In 1910 the Democratic Party, the traditional champion of "free
ship® legislation, gained control of the House of Representatives and
strengthened its position in the Senate. Joshua W. Alexander of
Missourli, the new Chairman of the House Committee on the Merchant
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Marine and Fisheries, introduced a bill that would permit Americans to
purchase ships built abroad and operate them in the foreign -- but not
the coastwise -- trade. Shipbuilders fought this proposed legislation,
yet had to admit during congressional hearings that the bill would
cause them little direct harm since they built almost no vessels for
use on international routes. One spokesman for the industry explained
his opposition to the bill as follows:

The main objection to that is that it will eventually build up
a large ownership of foreign-built vessels owned by American
citizens, and it will be a very short time before they will be
clamoring to be admitted to the coastwise trade.

This logic, however, was not convincing to Congress, and the chief
provisions of the bill were incorporated into the Panama Canal Act of
1912,

This legislation made it legal for American citizens or
corporations to purchase foreign-built vessels, not more than five
years old, and operate them under U.S. registry on international trade
routes. The coastwise trade was not affected: there American-built
ships still had to be used. Although this seemed like a major victory
for the "free ship"™ forces, the legislation would not have any
practical impact. 1In fact, not one ship would be admitted to the
American registry under the provisions of this lav.zs

There were several reasons why shipowners did not take advantage
of the "free ship" clauses of the Panama Canal Act. Since only newer
foreign-built steamships (those less than five years old) could be
documented, Arerican owners were shut out of the large world market for
relatively inexpensive second-hand ships -- the chief source of vessels
for the rising merchant marines of Norway, Italy, and Japan. Since the
law forbade the use of foreign-built ships in the coastwise trade,
vessels bought abroad could not be put on routes which were partly
coastal and partly foreign -- a severe restriction for passenger liners
that might wish to dock at more than one U.S. port, and for tramp
steamers (which often had to enter several American harbors to fill
their holds or discharge their cargoes). Since the law required that
officers on U.S.-flagged vessels be American citizens -- who earned




11

higher pay than foreign officers -- the operating cost of a ship flying
the stars and stripes was higher than that of the same ship under
another flag, and the act made no provision for offsetting this
expense. Since many other nations paid far more generous subsidies to
their merchant marines than the United States, American-flagged ships
faced competition from vessels whose costs were partially offset by
significant government funding. Finally, in the uncertain political
climate of the time there was no guarantee Congress would not reverse
itself; iIf the act were to be modified after an owner invested in a
ship built abroad, he could face substantial losses.z6

American shipping men thus had little incentive to buy new
foreign-built ships and run 014 Glory up their masts. As John G. B.
Hutchins concludes:

This reform was, in fact, too late to revive the dying American
shipping firms, too incomplete and too little coordinated with
other aspects of policy. Had it occurred in 1865 and been
combined with a well-chosen subsidy policy there might have been a
different story.27

Naval shipbuilding

Fortunately for American shipbuilders, merchant tonnage was not
their sole source of business; in the 1880s. the government began an
extensive naval building program to rectify the serious deterioration
of the U.S. Navy. After the Civil War the country's battle fleet had
been neglected by the Johnson, Grant, and Hayes Administrations -- and
by Congress. By the late 1870s U.S. warships were suffering badly from
rust and decay. Less than fifty could even fire a gun. Compared to
the modern warships being produced in Europe, American vessels were
sadly deficlent in speed and woefully lacking in terms of ordnance and
armor. As one contemporary British journal put it: "Never was there
such a hopeless, broken-down, tattered, forlorn apology for a navy."28

During the late 1870s and early 1880s, the stage was set for
naval modernization. Aggressive junior officers pressed for new ships
-~ one complained the U.S. Navy had become "the laughing stock of the
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world,® and another swore he would not go "to sea in a United States
man of war, until one is built fit to be called such!™ These young
officers published a series of "Naval Professional Papers" which
outlined the advantages of a strong navy to businessmen and the
American public. Not surprisingly, they won supporters among
shipbuilders, steel firms, weapons manufacturers, and merchant ship-
owners., Influential members of the House and Senate also began to
support new naval construction as congressional investigations revealed
the poor condition of the existing fleet. Administration support was
forthcoming as well; President Chester A. Arthur and his Secretary of
the Navy, William E. Chandler, both called for the building of modern
warships.29

The money for such a naval program was readily available --
during the 1880s the Federal Treasury ran a surplus which, despite a
momentary contraction in the middle of the decade, averaged more than
$100 million a year. 1In 1883 Congress, drawlng upon these funds,
authorized the construction of three steel cruisers and a dispatch
boat. These ships, known as the "ABCD®" vessels (Atlanta, Boston,
Chicago, and Dolphin), served as the foundation for what became known
as the "New Navy.'3°

Prior to the 1880s most warships had been built in government-
owned navy yards, but these plants lacked the machinery and equipment
needed to build modern steel vessels. Secretary of the Navy Chandler
thus turned to the private sector for the new construction program.
Eight East Coast shipyards submitted bids on one or more of the "ABCD"
vessels, but the low bidder for each ship was the John Roach plant on
the Delaware River. Chandler awarded all four contracts to Roach, a
decision which raised some eyebrows since Chandler had long served as
Roach's personal attorney. Furthermore, Chandler wvas one of the
Republican Party's professional politicos -- he had served as Secretary
of the Republican National Committee -- and Roach, it was well known,
was a large contributor to Republican campaign funds. These suspicious
coincidences led some newspapers to charge favoritism in the awarding
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of the contracts, but Chandler argued he was merely accepting the
lowest bids -- as required by law. Many, though, suspected the bidding
process had been rlqged.31

Roach started work on the first ship in 1883, but things did not
turn out as he had hoped. Numerous design changes, frustrating
shortages of material, and serious construction delays resulted in
soaring costs. Forced to borrow heavily to meet his cash flow needs,
Roach exhausted his line of credit and pressed the government for cash
advances. Chandler was willing to bail Roach out with accelerated
payments, but the friendly Navy Secretary left office when the
Democratic Administration of Grover Cleveland came to power in 1885.
The new Secretary of the Navy, William C. Whitney, was less willing to
help out the Republican shipbuilder -- especially after the first
vessel Roach completed, the dispatch boat Dolphin, encountered numerous
problems during sea trials. whitney stopped all payments on the
contract, refused to accept the ship, and began a law suit against
Roach to recover the government funds already paid. Roach, exhausted
by his efforts to build the warships and out of money, filed for
bankruptcy in 1885 -- and died a year and a half later. To complete
th: remaining ships the Navy had to commandeer his yard and directly
supervise consttuctlon.32

Despite this inauspicious start, private shipbuilders remained
willing to take naval contracts -- and the Cleveland Administration
obliged them. Determined to spend money wisely, the President and his
Navy Secretary decided it would be better to order new ships than to
pay for expensive repairs on old and obsolete ones. The treasury
surplus made it easy for Congress to fund naval construction, and
between 1885 and 1889 Whitney placed orders for thirty warships with an
aggregate dlsplace-ent33 of nearly 100,000 tons. Included among these
vessels were two battleships (one of which, the Maine, would blow up in
Havana Harbor in 1898) and several cruisers (including the Qlympia,
which would serve as Admiral George Dewey's flagship during the battle
of Manila Bay in 1098).3‘

President Cleveland lost the 1888 election to Benjamin Harrison,
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and the incoming Republican Administration announced its support for
naval construction on its very first day in office. The new Navy
Secretary, Benjamin F. Tracy, came under the influence of Captain
Alfred Thayer Mahan of the Naval War College, who published his seminal
The Influence of Seapower upon History, 1660-1783 in 1890. Mahan
called for a large fleet of battleships to defend the nation's sea
lines of communication. To implement this strategy, Tracy proposed a
long-range construction program of twenty capital ships -- twelve for
the Atlantic and eight for the Paclfic.35

This was too ambitious for many Americans, but in the Naval Act
of 1890 Congress did provide for three large battleships and a cruiser.
During the remaining two years of the Harrison Administration Congress
authorized yet another battleship and two more cruisers. When
Cleveland returned to office in 1893 his Administration, despite a
severe depression, convinced Congress to authorize another five
battleships and numerous smaller vessels -- including the country's
first submarine. By the mid 1890s the construction of the "New Navy"
was thus well undervay.36

In 1898, with the Republicans back in power, the Navy sent its
new fleet into combat as the McKinley Administration led the country to
war against Spain. The greatest naval hero of the conflict, Admiral
Dewey, destroyed the Spanish Pacific fleet in Manila Bay only a week
and a half after the U.S. declaration of war. Two months later the
American Navy scored another decisive victory by annihilating a Spanish
naval force off Santiago, Cuba. As the Navy basked in its postwar
popularity, the Administration proposed a huge naval construction
program. Warships were needed to defend the nation's newly acquired
possessions in the Pacific and Caribbean, and Congress -- caught up in
the imperialist spirit of the age -- authorized eight battleships,
fifteen cruisers, and a host of lesser vessels between 1898 and 1900.
The following year Congress was willing to fund even more ships, but a
temporary halt had to be called: the yards capable of naval construc-

tion were so crowded there was no room for additional tonnaqe.37

»
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In 1901 the nation's most enthusiastic political advocate of
naval power, Theodore Roosevelt, became President. As Assistant
Secretary of the Navy in 1897, Roosevelt, a disciple of Mahan, had
vigorously pressed for the immediate and rapid build-up of the U.S.
battle fleet. He only spent a year with the Navy Department -- he left
in 1898 to join the "Rough Riders" during the Spanish-American War --
but during his short tenure he "became the idol of officers who wanted
a larger and more efficient Navy and also an expansionist foreign
policy."™ As President, Roosevelt continued to champion naval power; in
his first message to Congress, he spent more time on proposals to
strengthen the Navy than on any other subject. Legislators responded
to the President's appeal: during his first term Congress authorized
the construction of ten battleships, seven cruisers, four submarines
and several auxiliary vessels.38

This massive naval construction program of the late nineteenth
and early twentieth c.. *wriae wae 3 boon to American shipbuilders. The
disastrous experience of John Roach with naval contracts proved to be
an exception; most shipyards earned handsome profits building Navy
vessels. Furthermore, there was no threat from foreign competition,
for the government placed all of its naval contracts with domestic
plants.39

As it became clear that naval construction would provide
shipbuilders with plenty of business, existing yards began to upgrade
their facilities to handle government work. By 1890 the William Cramp
yard, at Philadelphia, had spent over $350,000 on new equipment for
building warships; the Fore River Ship & Engine Company, at Quincy,
Massachusetts, nad substantially expanded its plant for the sawe
purpose by the early 1900s. New shipyards also appeared. Collis P.
Huntington, president of the Southern Pacific Rallroad, was the driving
force behind the building of a large yard at Newport News, Virginia;
the Hellons, bankers from Pittsburgh, financed the construction of a
similar yard -- the New York Shipbuilding Company -- at Camden, New
Jersey. After the turn of the century these four plants, all of which
concentrated largely on naval contracts, were the biggest shipyards on
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the Atlantic Coast. During the years between 1900 and 1914 the Cramp
and Newport News firms each employed between 5,000 and 7,000 men, while
the work forces at Fore River and New Ydrk Shipbuilding numbered
between 3,000 and 5,000.%°

Although these were the largest yards doing naval work, they were
not the only ones; in 1902 there were seventeen firms building warships
for the Navy. While some of these had been long established in the
shipbuilding business, others entered the Industry primarily to get
government contracts. For example, in the mid 1880s the Union Iron
Works in San Francisco, which had been manufacturing mining machinery
and marine engines, set up shipways, purchased elaborate equipment from
England, and submitted successful bids for constructing cruisers;
before the end of the century it would also be producing battleships.
The Bath Iron Works, on the Kennebec River in Maine, was set up in 1889
solely to bid for Navy gunboats -- eventually it would win contracts to
build torpedo boats, destroyers, cruisers, and a battleship. Two yards
specializing in submarine construction also developed: the Electric
Boat Company of Groton, Connecticut, and the Lake Torpedo Boat Company
of Bridgeport, Connectlcut.‘l

The importance of this naval work to America's shipbuilding
industry can be gauged by looking at vessels under contract in U.S.
yards during the year 1900. The total cost of these contracts was
approximately $69 million. Of this, construction for the U.S. Navy
accounted for about $34.5 million, or fifty percent of the total;
another seven percent, about $5 million, consisted of Russian orders
for warships. The remaining forty-three percent, about $29.5 million,
represented contracts for commercial vessels to be used in the
coastwise trade; construction of merchant tonnage for the foreign trade
was negligible. Naval construction had thus become the primary
lifeblood of the nation's shipbuilding lndustry.42

Shortly after 1900, this massive American naval construction
program -- and the building program of every other naval power -- was
greatly impacted by a new kind of battleship developed in Great
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Britain: the H.M.S8. Dreadpnought. Delivered to the Royal Navy in 1906,
this huge battleship displaced 17,900 tons, making her more than ten
percent larger than the biggest ship in the U.S. Navy. She was also
fast -- her top-rated speed of more than twenty-one knots was greater
than that of any previous battleship -- and her protective armor was
eleven inches thick. The ship's most revolutionary feature, though,
wvas her armament. While most battleships of the perliod carried four
12-inch guns and assorted sizes of smaller caliber weapons, the
Rreadnought dispensed with almost all secondary armament so that tep
12-inch guns could be mounted in five massive turrets. Some naval
analysts -- including Admiral Mahan -- believed it was a mistake to
omit the smaller caliber guns which could fire more rapidly and
produce, at close range, a "rain of fire" devastating to personnel.
But the development of torpedoes had made such close-range encounters
less likely, and technical advances in ordnance and gunnery had made
iong-range fire much more accurate than it had previously been. Modern
12-inch shells could now hit and sinrk enemy warships at ranges of more
than ten miles. Fleet battle exercises by the Royal Navy further
confirmed the superiority of "monster warships®™ equipped exclusively
with big quns. The Dreadnought thus made earlier battleships
relatively obsolete.‘3

Navies all over the world scrambled to turn out their own
dreadnoughts, and Britaln -- in an effort to maintain its lead --
introduced even bigger guns. 1In 1910 the 12-inch gun gave way to the
13.5 inch qun, and this to the 15-inch in 1913. To carry these huge
weapons dreadnoughts became ever larger, displacing up to 32,000 tons
by 1914. Needless to say, the cost of building these ships also
soared. At the end of the pre-dreadnought age battleships cost from §6
million to $7.5 million each; by 1914 the price vas $14 million to $16
-llllon.“

Roosevelt, of course, wanted the United States to construct
dreadnoughts, but during his second term Congress was far less
enthusiastic about building up the Navy. The afterglow of the victory
over Spain had wvorn off, and the high price of acquiring dreadnoughts
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led many congressmen to favor a slowdown in naval procurement. The
U.8. Navy, moreover, was now the second largest in the world, behind
only Great Britain's, and many Americans believed the fleet was
powerful enough to meet the country's security needs. Building an ever
bigger navy was enjoyable for the prestige it brought the nation, but
there did not seem to be any naval menace which required a continuing
build-up. The greatest potentlial threat was from the Royal Navy, but
since the late 1890s there had been a growing Anglo-American
rapprochement, which made war between the U.S. and Britain seem
increasingly unlikely. Naval planners became concerned about the
growving powver of the German and Japanese fleets, but the public was not
convinced that these nations represented a significant threat. Many
Americans, and many members of Congress, concluded that the frenzied
pace of naval construction could safely be slowed down.‘s

In 1906 Congress did authorize construction of the nation's flrst
dreadnought, but this was the only battleship it approved; in 1907 the
Roosevelt Administration asked for two dreadnoughts, but only got
congressional funding for one; and in 1908 the President sent a special
message to Congress urgently calling for four of the big battleships,
but got authorization for just two. Roosevelt now realized the best
way to get two dreadnoughts was to ask for four, and in 1909 these
tactics led, once again, to the authorization of two big battleships.
During these years Congress also approved twenty destroyers, twenty-one
submarines, and a few auxiliary vessels. Roosevelt's actions ensured
the continuation of navy building, but not at the rate the "big navy"
President would have liked to .we.‘6

William Howard Taft, who had served under Roosevelt as Governor-
General of the Philippines, Secretary of War, and Provisional Governor
of Cuba, came to the presidency in 1909. His intention, he said, was
to lay down at least two battleships a year, "the dearest wish of Mr.
Roosevelt's heart.® But Taft did not have the dynamic energy of his
predecessor, and other [ssues distracted his attention from naval
matters. He entered office during an economic depression, and he
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inherited a deficit in the Treasury. He also faced a restive Congress,
where disputes over the tariff and conservation policy divided the
Republican Party. "Big navy" supporters urged Taft to accelerate the
pace of battleship construction to keep America from falling behind the
rapidly expanding German Navy in world ranking. Taft's influence in
Congress, however, was relatively weak, and he recognized that his
Administration did not have the political clout needed to attain huge
increases in naval funding. Moreover, he hoped to reduce the
government deficit through a program of general retrenchment, and more
spending on warship construction -- which already accounted for well
over fifteen percent of the federal budget -- would only worsen the
deficit problem. Taft thus rejected calls for building four or more
battleships annually: the nation, he said, only needed two new
dreadnoughts each yeax.‘v

In 1910 and 1911 President Taft -- and his able Secretary of the
Navy, George von Lengerke Meyer -- worked hard to convince the
fractious Republican Congress to build a pair of battleships annually.
After a difficult political struggle, Congress finally agreed to this,
and also authorized, during Taft's first two years, fourteen
destroyers, elght submarines, and several auxiliaries.

When Democrats captured control of the House of Representatives
in mid-term elections, Taft's naval proposals faced even stiffer
opposition on Capitol Hill. Although Democratic congressmen from
shipbuilding districts (in states such as Massachusetts, Pennsylvania,
and Virginia) supported the expansion of the Navy, most members of the
opposition party wanted to cut back on the building of warships. This
political opposition was bad news for "big navy" men; during the last
tvo years of the Taft Administration, Congress only authorized one
battleship each year (albeit big ones -- two super-dreadnoughts
displacing 31,400 tons and carrying twelve l4-inch guns). Congress
also approved, during these two years, twelve destroyers, twelve
submarines, and several auxiliaries. As Taft left the Presidency in
1913 the U.8. Navy, to the regret of its most ardent supporters, had
fallen behind that of Germany in strength. Nonetheless, it still
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ranked third overall, and for most Americans that seemed to be good
enouqh.‘a

By this time the shipbuilding industry was firmly entrenched as
part of what one historian has called America's first military-
industrial complex. The nation's greatest defense contractor was the
Bethlehem Steel Corporation, headed by Charles M. Schwab. The firm's
huge steel complex, in eastern Pennsylvania, produced armor plates and
heavy steel forgings for guns, propeller shafts, and marine engines.
Two wholly owned subsidiaries -- the Fore River Shipbuilding Company
(formerly Fore River Ship & Engine), in Quincy, Massachusetts, and the
Union Iron Works, in San Francisco -- turned out torpedo boats, sub-
marines, destroyers, cruisers, and battleships. But private companies,
such as Bethlehem, were not the only producers of warships; the
nation's navy yards also turned out fighting vessels.‘9

In the late nineteenth and early twentieth centuries, the navy
yards at New York (in Brooklyn), Norfolk (virglnia), and Mare Island
(in San Prancisco Bay) produced several warships and auxiliary vessels
-~ including, at the New York yard, a few battleships. This upset
private shipbuilders, who felt that they should have these contracts.
The shipyard owners contended their plants could build vessels of
better quality than the government yards -- and do so more cheaply.
They also argued that the military officers who commanded the navy
yards had "absolutely no business experience" and could not operate the
facilities "in competition with highly efficient industrial plants.'so

To support this viewpoint a trade journal, The Marine Review,
published an article comparing construction costs in government-owned
and private yards. The evidence -- provided by the Navy Department
itself -- showed that in 1906 a battleship deiivered by the New York
Navy Yard had cost $374,000 more than an identical ship built by the
privately owned Newport News Shipbullding and Drydock Company.
Furthermore, once in service the government-produced battleship had
broken down more often, wvhich had led to repair costs $31,000 greater
than those run up by the privately built sister ship. According to The
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Marine Review, this was proof of "the utterly ridiculous sums of money
which the Navy Department requires to build its vessels in navy yards
and to repair them after they are built.®™ Closer to the hearts of
shipbuilders, though, was a second charge The Mjarine Review made: that
construction in "useless navy yards® could lead to "the killing off of
private shipyards." During the Taft Administration, Secretary of the
Navy Meyer sympathized with this viewpoint and preferred to have
private industry build the nation's watshlps.51 The next Secretary of
the Navy would take a very different view.

In the presidential election of 1912 the Democrats returned to
power for the flrst time since Grover Cleveland. The new President,
Woodrow Wilson, ran on a platform calling for a strong navy, which
pleased the nation's shipbuilders. Wilson's choice to head the Navy
Department, however, was an unlikely selection, Josephus Daniels. A
North Carolina newspaper publisher, Daniels felt most at home in rural
America. Politically he was a close friend and loyal partisan of
William Jennings Bryan of Nebraska, whose candidacy for President he
had avidly supported in 1896, 1900, and 1908. 1In 1912 Daniels backed
Wilson and effectively used his newspaper and political influence to
help the New Jersey Governor win both the nomination and the election.
The appointment of this influential Southern Democrat to the Navy
Department thus had, as the Newy York Times put it, "the look of a noble
rewvard for service rendered." Daniels certainly did not have any
maritime or naval background which qualified him for the position, and,
like Bryan, he had a "pacifistic nature."” Initially he was an unknown
quantity to the U.S. shipbuilding community, but soon enough shipyard
owners discovered things about the new Secretary they did not like.s2

As one observer later put it, Daniels "entered the department
with a profound suspicion that whatever an Admiral told him was wrong
and that every corporation with a capitalization of more than $100,000
was lnherently evil." Danlels was therefore naturally suspiclous of
the ambitious building programs naval officers recommended, and was
always on the lookout for profiteering or corruption in firms doing
business with the Navy. No money issue seemed too small for his
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attention. Shortly after assuming office, for example, he demanded an
explanation as to why an oil contract had been given to a firm bidding
ninety cents a barrel -- instead of to a competing firm bidding eighty-
nine cents. This was not the kind of friendly attitude towards
contractors which shipbuilders would have preferred to see.53

Even worse, from the viewpoint of shipyard owners, was Daniels's
decision that every navy yard should be equipped to build ships. As he
put it in his memoirs, he did not approve of "giving all contracts to a
few companies”™ which "built for profit.”™ HIis goal was to get private
builders to realize that "they must compete to get orders," and navy
yards to understand that "they must do as well or better than outside
concerns."” Instead of closing government yards, as the private
shipbuilders recommended, Daniels decided to reopen several facilities
his predecessors had shut down. And instead of deemphasizing
government shipbuilding, Daniels took steps to expand the navy yards so
they couid build additional types of vessels, and more of thenm.

Private shipbuilders vigorously attacked the Secretary for his stand,
but he would not tetreat.s‘

Daniels was also suspicious of the “armor trust." Since 1904
three steel firms -- the Bethlehem Steel Company, the Carnegie Steel
Company, and the Midvale Steel and Ordnance Corporation -- had supplied
almost all of the Navy's armor. Each routinely submitted identical
bids, and the naval work was divided among them. To the steel
companies this seemed a reasonable arrangement; they all cooperated and
they all profited. Daniels, however, saw this practice as fraudulent
and collusive and recommended the establishment of a government-owned
armor plant. Such a facility, he argqued, could compete with private
Eirms and drive down their bids; Lf private bids still remained too
high, the government plant could then expand production and freeze out
the private firms. Although at first Congress balked at approving
Daniels's scheme, he continued to press the issue. This gave steel
companies as much reason to feel uncomfortable with the new Secretary
as shipbuilders dld.55
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High-ranking naval officers also felt uncomfortable with Daniels
-- especially when he replaced long-established naval traditions with a
more democratic system. He housed officers and enlisted men in the
same quarters, reformed the promotion system, permitted enlisted men to
enter the Naval Academy at Annapolis, changed Navy uniforms so they
would be more comfortable, and tinkered with regulations. He also took
a great interest in the welfare of enlisted wmen: he increased the
variety of goods sold at ships' stores, authorized married men aboard
ship at naval stations to visit their families at night and on Sundays,
energetically supported the work of the Y.M.C.A. in the Navy, and
established academic departments at every base and on every ship to
"make the Navy a great university, with college extensions afloat and
ashore." A prohibitionist, he was pleased that liquor had been denied
to enlisted men aboard ship since 1899; he felt, though, that this
policy should be universally applied, so -- in 1914 -- he wiped out the
officers' wine mess as well. Daniels saw these social and moral issues
as of prime importance; his actions, he believed, improved the quality
of life for those in the Navy and, at the same time, contributed to the
Navy's combat effectiveness by promoting morale, education, and health.
Many of the Navy's senlor officers took a different view; they resented
Daniels's attacks on traditional procedures and felt that the Secretary
should not meddle with such lssues.s6

One issue Daniels did have to deal with was how many warships he
should request from Congress. There was a bureaucratic structure set
up to help him determine this: the Navy's General Board. This was a
professional body of officers, established in 1900, whose dual mission
was to advise the Secretary and supervise departmental bureaus. Since
1903 the Board, under the leadership of Admiral Dewey (whom Daniels
admired), had annually called for a long-range construction program
designed to provide the Navy with forty-eight battleships by 1920. To
round out this proposed fleet the Board recommended that for every
battleship there should be four destroyers, two submarines, and an
assortment of auxillary vessels. The only wvay to achieve this goal,
the Board told Danliels, was to make a request to Congress each year,
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until 1920, for four battleships, sixteen destroyers, and eight
submarines -- a massive, sustained building program. Daniels became
the first head of the Navy Department to make the General Board's
recommendations public -- he appended them to his 1913 annual report --
but he "spoke of finding the 'golden mean' between what the Navy needed
and what the nation could afford." '

Daniels ultimately decided to ask Congress for two battleships,
eight destroyers, and three submarines -- about half what the General
Board recommended. The Secretary explained his rationale for this in
testimony before the House Naval Affairs Committee In January 1914.

His recommendation was "chiefly influenced,” he said, "by the condition
of the Treasury" -- he did not "feel that the revenues would permit
four battleships."™ A program calling for two dreadnoughts, he argued,
would "meet the needs of the countty."58

After debating the issue, Congress agreed to authorize the two
battleships requested by Daniels. These were super-dreadnoughts as
laxge as those approved during the Taft Administration. Congress
additionally authorized the construction of a third super-dreadnought
Lf it could be largely paid for by selling two obsolete battleships to
a foreign navy. Shortly thereafter Greece purchased the [daho and
Mississippi, and for the first time since 1903 the Navy could let
contracts for more than a pair of battleships in one year. Congress
also funded six destroyers and eight submarines. President Wilson
signed the Naval Appropriations Act of 1914 on 30 June, two days after
the assassination of an Austrian Archduke in a faraway city most

Americans had never heard of: Sarajevo.s9

shipbullding on the Eve of the Great War
During the years just prior to World War I the American
shipbuilding industry was dependent on the government, either directly
or indirectly, for much of its existence. The bliggest orders in U.S.
shipyards came from the Navy, and private contracts for ocean-going
merchant vessels would have evaporated had it not been for the




25

coastwise monopoly. Indeed, without naval contracts and navigation
laws restricting the coastal trade to U.8.-built vessels, shipbuilding
in the United States would have been limited to tugboats, barges, river
craft, and freighters on the Great Lakes.

As summer arrived in 1914, the nation's shipbuilders were not
flourishing on a grand scale, but neither were they doing badly. There
were profits to be made as long as the Navy kept building warships and
the coastwise monopoly continued. The opening of the Panama Canal also
promised to bring new business by making possible coastwise trade
routes between eastern and western cities. Finally, shipyards could
supplement their earnings with repalr work. Most shipbuilders probably
assumed these conditions would exist for some time to come. The chain
of events ignited at Sarajevo, however, would soon lead the great
powers ot Europe into a catastrophic war -- and this conflict would
cause a rapid transformation of the American shipbuilding industry.
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CHAPTER 2
THE GROWTH OF COMMERCIAL SHIPBUILDING IN THE UNITED STATES:
AUGUST 1914 TO JANUARY 1917

The Boom in Merchant Shipbuilding

During the first half of 1914, the world shipping industry was in
a period of depression due to an oversupply of merchant vessels on
global trading routes. Ocean freight rates slumped dramatically from
what they had been in 1912 and 1913. In February the shipping journal
Lloyd's Weekly reported that "vessels of all nations are laid up, for
the simplest reason that there is no need for them."™ By July
shipowners caught in this business downturn were asking, "how long
would it last?"1

The slump also affected the world's shipyards. Vessels
contracted for In earllier years were still on the ways or fitting out,2
but orders for new vessels dried up as operators, facing losses or
disappointing proflits, cut back on capital investment. As the summer
of 1914 wore on, both the shipping and shipbuilding trades were
anticipating a continued economic slowdown.

Dramatic political events suddenly intervened to change this
situation. iIn late June a young Serbian nationalist assassinated the
Austrian Archduke Francis Ferdinand in the Bosnian town of Sarajevo.
On 23 July Austria-Hungary, determined to punish Serbia, presented that
nation's government with a series of harsh demands that challenged
Serbian sovereignty. When the Serbs refused to capitulate completely,
Austria mobilized its armed forces.

This touched off a complex chain reaction in the European
alliance system. Russia mobilized to defend the Slavs of Serbia
against Austrian agqgression. In response, Germany, allied to Austria,
ordered its own mobilization. So did France, allied to Russia. Once
set in motion, the momentum of these war machines could not be stopped:

on 28 July Austria declared war on Serbia; on 1 August Germany on
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Russia; on 3 August Germany on Prance; on 4 August Great Britain on
Germany; and on 6 August Austria on Russia. Burope's golden decades of
peace had come to a sudden end.3

Initially the conflict made a bad shipping situation even worse.
In Britain and Prance, financial and commercial arrangements became
chaotic. Shipowners found it difficult to collect freight charges in
this confused economic environment; they responded by refusing to
release cargoes, which meant large numbers of ships lay unloaded at
their docks. The high seas, meanwhile, became a dangerous place for
merchant shipping. British and French vessels risked being sunk by
German commerce raiders, while Austrian and German ships, in order to
escape seizure by the Royal Navy, had to scurry to friendly or neutral
ports. Marine insurance rates shot upwards, which made overseas trade
costly as well as risky. Under these circumstances, most shipowners
decided to withdraw their vessels from service and wait out the
conflict, wvhich was generally expected to last for only a few weeks.
By the end of August, shipping on most international trade routes had
come to a virtual standstlll.‘

This paralysis lasted for more than two months. The governments
of Britain, the Unjited States, Prance, and other shipping nations acted
quickly to overcome marine insurance barriers through the establishment
of publicly financed war risk bureaus, but this action alone was not
enough to solve the shipping crisis. By October the situation seemed
so bleak to one British firm that it sent the following letter to all
of its investors:

Dear S8ir or Madam: Possibly some of our shareholders are
wondering what effect the war in which we are involved is having
on the shipping industry, and we think it is advisable to inform
them that the position at present is deplorable.5

The outlook for the shipbuilding industry also looked bleak
during the early weeks of the conflict. As one analyst later put it,
while "ships lay idle and a supposedly short war pressed, there was no
temptation to build more ships, and it was the general opinion that
there would be no building during the war." 1In the United States the
Department of Commerce, in a report released on 10 October 1914, stated
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that "the great reduction in the volume of international trade by sea
during the wvar®" would lead to a downturn in "shipbuilding, both here
and abroad." As with the shipping trade, the outlook for shipbuilding
seemed 'deplorable.'s

The situation began to change, though, as it became obvious the
war would not end as quickly as anticipated. A giant German offensive
aimed at Paris was blunted at the Marne River in September. By
December the Western Front had become stalemated along a 400-mile
trench line stretching from the North Sea to Switzerland. The war, it
turned out, was going to last longer than a few weeks.

During the final two months of 1914, shortages caused by the
absence of trade began to make themselves felt. Although a British
blockade kept the ports of the Central Powers closed, there was a
grovwing demand for shipping to carry goods between the United States
and the Allied nations. Yet now, ironically, there was a dearth of
ships.

This was because the great bulk of the world's merchant steamers
-- over seventy percent of them -- were registered in the belligerent
nations. During the first few months of the war, much of this tonnage
was taken out of reqular service for one reason or another. Some
vessels were sunk by commerce raiders. Many more were requisitioned,
especially in Great Britain and France, to transport troops, munitions,
and var supplies. Most of Russia's merchant shipping was bottled up in
the Baltic and Black Seas. And all of the tonnage in the large
commercial fleets of Germany and Austria was either blockaded by the
Royal Navy or interned in neutral hatbots.7

Making this situation even worse vas the inefficient employment
of the tonnage that was available. Many ports used in peacetime, such
as Rotterdam and Antwerp, were closed down by the war; this led to
heavy congestion and long turnaround times in ports that remained opean.
The shipping jam vas especially severe in Prance, vhere some vessels
vaited as long as ninety days to unload. Wartime requirements also put
strains on docking facilities in BEngland -- it was not unusual for
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Liverpool to have seventy or more ships waiting for docking berths at
one tlle.s

By the start of 1915, the shortage of merchant shipping wvas
driving freight rates upward in a spectacular fashion, especially in
the reviving transatlantic trade. Germany's declaration in February of
a wvar zone around the British Isles, where U-Boats would attack Allled
merchant ships without warning, increased risk and helped drive rates
even higher. Ships which before the war could be chartered for one
dollar per ton per month were now commanding rates of thirteen dollars
or more for service outside the war zone, and twenty dollars or more
for passage through the zone. Freight charges for the shipment of
grain, cotton, and other commodities from the United States to Great
Britain or France rose in some cases by as much as seven hundred
percent. Shipping profits became so great that it was sajid a vessel
could earn its entire cost on a single voyage. As the demand for
shipping continued to increase, the scarcity of tonnage became even
more acute; many merchants had difficulty obtaining cargo space despite
the fact they were willing to pay extraordinarily high freight tates.9

To take advantage of these conditions, shipping companies put
every vessel they could into the transatlantic trade. Ships normally
used on Pacific runs were shifted to the Bast Coast to carry cargo to
Europe. Old steamers, long since regarded as unseaworthy, were hastily
fixed up and sent into service. Ships never intended to be put on
ocean trade routes were modified to functlion as overseas freighters.
Many American firms operating vessels in the coastal trade shifted
their steamers to the more profitable European routes. Yet still there
were not enough ships, and many of those operating, because of
unavoidable strain, hard use, and inadequate opportunity for proper
maintenance, were in poor shape. The stage was thus set for a
shipbullding revlval.lo

During the first two years of war this revival could not take
place in the belligerent nations. Germany, which prior to the fighting
had annually turned out more merchant tonnage than any country except
the United Kingdom, ceased work on all non-naval construction, for the
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British blockade prevented any German commercial shipping from leaving
port. The yards in Austria-Hungary faced the same dilemma. In Prance
the output of merchant vessels fell as steel was diverted to armaments
production. And in Great Britain, by far the world's greatest
shipbuilding nation, the government decided a great fleet of warships
was necessary for victory; as a consequence, unfinished carqgo carriers
were left partially completed on thelr ways so shipworkers could move
over to naval construction. This policy brought roughly two thirds of
the merchant shipbuilding activity in the United Kingdom to a
standstill. British commercial tonnage launched in 1915 aggregated
only 650,919 gross tons, down from 1,932,153 gross tons in 1913. 1In
all, the belligerent powers in 1915 launched only 769,875 gross tons,
compared to 2,798,580 gross tons in 1913. This dramatic drop in
merchant construction meant other sources of supply would have to be
found to meet the ever-increasing demand for ships.11

Shipbuilding plants in neutral countries all over the world soon
began to get busy. By 1916 the yards in the Netherlands had enough
orders to keep their wvays filled to maximum capacity through 1921.
8imilar conditions existed in many of the Scandinavian yards, and
Spain's small shipbuilding industry garnered a remarkable number of new
contracts. Japan, a belligerent geographically isolated from the
fighting, saw the pace of production it its shipyards accelerate; so
did Canada, another belligerent located away from the var zone. BEven
in reqgions wvhere large-scale shipbuilding had been practically unknown
before the war -- such as Australia, Chile, and China -- there were now
attempts to build facilities for the construction of vessels. And no
wonder: the price of a typical steel cargo ship rose from about $30 a
ton in mid-1914 to $65 a ton in mid-1915, and then to as high as $150 a
ton by mid-1916.12

The seemingly insatiable demand for merchant tonnage was a
propitious development for America's shipbuilders. The neutral United
States, with the world's largest economy, was particularly well
situated to take advantage of the boom in vessel construction. The
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necessary ravw materlals were plentiful: the United States turned out
more steel annually than the combined totals of Germany, Britain, and
France; it also led the world in the production of coal and oil. The
higher construction costs which had earlier caused shipowners to shun
U.8. yards had now become irrelevant, for freight rates had risen so
high that even ships selling for several times their prewar values
could still make a profit in overseas trade. Moreover, wartime
shortages of steel and various raw materials in other nations drove up
the cost of shipbuilding abroad, and this reduced the price differen-
tial between American and foreign yards. In fact, in August 1915
American plants were selling ships at prices below what British yards
could offet.13

The boom in American shipbuilding started during the final few
weeks of 1914 and picked up momentum throughout 1915. As plants on the
Atlantic Coast filled up, yards in the West began to land contracts.
Orders for merchant craft poured into U.S. shipyards from Norway,
France, and even Britain. American shipowners, anxious to expand their
own commercial fleets, placed numerous contracts as well. By June 1915
a trade journal, International Marine Engineering, was noting that with
*all the business in hand and in sight, the majority of American
shipyards have all the work that they can possibly handle for at least
five years to come." By December the number of merchant ships under
construction in America numbered 120 -- a tenfold increase over the
previous year's total.l‘

The shipbuilding capacity of the United States was now saturated
with orders, but there was still plenty of demand for additional
vessels. American shipbuilders responded by expanding their
faclilities: they added shipwvays to existing yards, refurbished old
plants, and established entirely new yards. Attracted by the potential
profits of ship construction, firms without any previous shipbuilding
experience began to enter the business. In June, for example, the Sun
0i1 Company announced its intention to bulld a large nevw plant on the
Delaware River. Smaller firms also took up shipbuilding and set up
shop on the Gulf, Atlantic and Pacific Coasts.ls
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As 1915 passed and 1916 began, the demand for ships continued to
intensify. One reason for this was mounting wartime losses. During
1915 German U-boats sank over one million gross tons of Allied and
neutral merchant shipping; the following year this figure more than
doubled. This was despite varlous restrictions Berlin placed on
submarine operatjions in responre to diplomatic protests made by the
Unlited States -- a nation Germany hoped to keep neutral. By the spring
of 1916, the amount of tonnage sunk each month by German U-boats began
to overtake the amount of new tonnage delivered. Despite the boom in
shipbuilding, the "shipping famine® was getting worse -- not bel:tet.16

American shipyards continued to prosper as the shipping shortage
became steadily more severe. Between February and July 1916, over two
hundred new contracts for steel merchant vessels were placed in the
United States. Other shipbuilding nations, however, were not faring
nearly so well. German restrictions on the export of coal and steel to
Norwvay, Denmark, and the Netherlands seriously slowed construction in
yards there. Japanese plants faced a steel shortage and were
reluctantly turning down foreign contracts in order to supply vessels
for their own citizens. And in Great Britain, where the government had
finally decided the wmost pressing need was for merchant craft rather
than wvarships, a lack of steel and skilled shipyard workers (tens of
thousands of whom had gone into the army) greatly curtailed production.
Although Great Britain still launched more commercial vessels each year
than any other nation, the tonnage that slid down British ways in 1915-
1916 was only a third that launched in 1913-1914. The United States
was thus becoming the only nation in the world where shipowners could
readily order new merchant tonnaqe.l7

The year 1916 was truly a banner time for American shipyards. A
total of 211 steel vessels, aggregating 504,247 gross tons, splashed
into the wvater off U.8. shipways -- a performance which more than
doubled 1915's total of 84 ships aggregating 177,460 gross tons. Yet
as remarkable as this production figure appears, it was not nearly as
impressive as the data on steel vessels that were either partially
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completed or on order in American yards: four hundred ships repre-
senting 1,428,000 gross tons. This was more steel tonnage than vas
launched by all the other natlons of the world combjned during all of
1916. The Marine Review hardly exaggerated when it called this "an
unparalleled year in merchant shipbuilding® in the United states.18

The nation's wooden shipbuilding plants also prospered. Many
ship operators had transferred steel steamers from the coastwise trade
to more profitable transatlantic routes, and this caused a shortage of
bottoms in the coastal fleet. As this shortfall became increasingly
acute, old merchant craft of all types were pulled out of retirement
and put on trade routes between American ports. Even old sailing ships
were brought back into service. But such stopgap measures were not
enough to ease the shortage. As a result, a demand for newly
constructed wooden schooners developed. Such craft belonged to an age
that was rapidly passing away, but these ships could still be
profitably operated when equipped with auxiliary engines and loaded
with bulky cargoes, such as lumber. They could also be ordered and
delivered much more quickly than steel vessels, for which there were
nov long waiting lines. By 1916 wooden shipyards, especially in New
England and the Pacific Northwest, were bustling with activity. Many
new wooden yards were established, and old ones -- including some which
had lain idle for years -- were reactivated. By the end of the year
there were 116 wooden vessels, aggregating 156,615 gross tons, under
construction or on order in U.8. shlpyatds.19

The boom in shipbuilding showed no sign of abating as the
Buropean War entered its third year. Businessmen and corporations
interested in getting in on the profits continued to invest in the
shipbuilding industry. Large national firms -- such as the Bethlehem
Steel Corporation and Todd Shipyards Corporation -- expanded their
shipbuilding operations and acquired new yards. Local groups of
investors also organized to establish or purchase shipbuilding plants,
as did individual entrepreneurs (such as the Mayor of San Prancisco,
James Rolph Jr., who bought a wooden shipyard in Bureka, California).
Bven foreign businessmen participated In the boom: Norwegian investors,
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whose countrymen had placed orders in the United States for at least
fifty vessels, provided the necessary capital for the purchase of
several American yaxds.zo

As 1916 came to a close, the shipbuilding situation in the United
States was radically different from what it had been only two years
before. Prior to the outbreak of the Great War, American shipbuilders
had depended heavily on the government for their financial survival.
Now this was no longer the case. The conflict in Europe so completely
altered world shipbuilding conditions that American yards no longer
needed either naval contracts or legislative protection in order to
prosper. The federal government, however, remained interested in the
nation's maritime industries; during the war's first two years it would
enact legislation that would significantly impact the American merchant
marine -- and ultimately the American shipbuilding industry.

The Federal Government and Merchant Shipping
The paralysis of world merchant shipping due to the start of the

Buropean War in August 1914 threatened the well-being of the American
economy, for many of the nation's farmers, businessmen, and bankers
relied heavily on foreign trade to sell their products or services.
Secretary of the Treasury Villiam G. McAdoo, President Wilson's
energetic son-in-law, worried that a depression might ensue if this
state of affalrs persisted for very long. He therefore called a
®"Conference on Forelgn Exchange and Shipping™ to map out a strategy for
dealing with the crisis. This met on 14 August and was, McAdoo would
later claim, "the first publicly conducted conference of businessmen
that government had ever held in Washington.” Over sixty representa-
tives of banking, shipping, foreign trade, and marine insurance firms
attended, as well as a large number of congressmen and government
ofEiclals.

Agreements made at this conference helped lead to the passage of
tvo important pleces of legislation during the first month of the
fighting. One new law established a Bureau of War Risk Insurance under




"

the Treasury Department. This agency made reasonably priced marine
insurance available to American merchant vessels, thereby removing one
cause of the trade paralysis. The other plece of legislation allowed
foreign-built ships to register under the American fiag. The
justification for this measure was that it would increase the size of
the nation's tiny overseas merchant marine (then only fifteen
steamships, aggregating 163,000 tons) and thereby facilitate the
transport of U.S. goods abtoad.21

This second measure, the Ship Registry Act of 1914, was signed by
President Wilson on 18 Auqust. It represented a victory for "free
ship® advocates. Two years earlier the "free ship" forces had recejved
part of what they had wanted in the Panama Canal Act of 1912, which had
allowed foreign-built vessels that were less than five years old to be
transferred to the American registry for use on international (but not
coastwise) trade routes. That act, however, had turned out to be a
classic case of too little relief coming too late: by the time the
Panama Canal Act became law, the American merchant marine engaged in
overseas trade was so decimated that permission to buy new foreign-
built ships was not enough to revive lt.zz

The Ship Registry Act of 1914 had a much greater impact. For one
thing, it vas a far more liberal measure in that it permitted the
unrestricted transfer of foreign-built ships, regardless of age, into
the American registry for use on overseas trade routes (like the Panama
Canal Act, it did not apply to the coastwise trade). MNore importantly,
it wvas passed at a time when many shipowners wanted to shift their
vessels into the U.8. fleet. This was especially true of American
businessmen who owned ships registered in belligerent nations, for the
longer these owners kept their vessels under a belligerent flag, the
greater was the danger their steamers would be requisitioned for war
service, captured by the enemy, or destroyed on the high seas. Such
men were quick to take advantage of the provisions of the new lav. By
Christmas American shipowners had transferred 104 foreign-built
vessels, representing 372,488 gross tons, into the neutral U.S.
merchant marine. During the next six months an additional 150,000
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gross tons of shipping would be added to this total. The amount would
have been even greater if belligerent governments had allowed their
citizens to transfer registry to the American flag, but such moves were
effectively blocked.23

The legal monopoly U.8. shipbuilders had possessed since 1789 for
the construction of American flag carriers was now at an end. Yet the
repeal of this protective policy did not adversely affect the nation's
shipbuilding industry. Because of the boom In merchant vessel
construction that developed due to the var, the withdrawal of
legislative protection came just a short time before American shipyards
began to find themselves flooded with orders; they thus no longer
needed government ald against foreign competition.

Once the legislation on marine insurance and ship registry wvas
taken care of, Treasury Secretary McAdoo turned his attention to a new
proposal -- a bill to authorize government ownership of a merchant
marine. A publicly owned fleet, the Secretary belleved, could be used
to open new trade routes, especially to South America, and to relieve
shipping shortages. It could also help reestablish, on a permanent
basis, an American-flagged commercial fleet.

There was, moreover, a first-class merchant wmarine which appeared
to be ripe for purchase by the government: thirty-one German-flagged
vessels -- belonging to the North German Lloyd Company and the Hamburg-
American Line -- were tied up in American ports. These ships, among
the most modern and efficient afloat (and which included the giant
liner Yaterland, the second largest passenger ship in the world), could
not leave U.S8. harbors without risking almost certain capture by the
Royal Navy.

The Hamburg-American Line's agent in the U.8., Julius P. Meyer,
attended McAdoo's conference on 14 August and suggested his firm's
fifteen vessels would be sold; the North German Lloyd Company hinted
that it would sell its sixteen ships as well. McAdoo became intrigued
by the prospect of putting this magnificent German tonnage under the
American flag. He did not believe, however, that private interests --
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vhich he saw as "extremely timid in times of peril and uncertainty® --
would take the initiative and seize this buying opportunity. The
shipping industry was still, at this early date, frozen in port as a
consequence of the wvar; McAdoo thus felt the government needed to step
in and take action. On 15 August the Treasury Secretary broached his
plan for purchasing these ships to the President, and the next day
Wilson approved the schene.z‘

The British government, meanwhile, had heard rumors that private
American citizens might purchase the German ships. London immediately
protested. British officlals feared that Germany would benefit from
such a deal. Por one thing, Berlin would collect tens of millions of
dollars from the sale of the ships. BEven worse, Germany might insist,
as a condition of the sale, that the new owners use the ships (which
would then be under the protection of America's neutral flag) to trade
with the Central Powers. Britain's Foreign Secretary, 8ir Edward Grey,
let it be known, however, that London would not object if the United
States government should purchase the vessels and then guarantee that
they would not be used to trade with Germany. This removed a potential
diplomatic obstacle to McAdoo's plan. The President, though, was more
worried about domestic political obstacles -- he and McAdoo both
suspected it would be difficult to get the bill through Congress.

On 24 August, with the shipping situvation still paralyzed due to
the outbreak of fighting in Burope, Congressman Joshua ¥. Alexander,
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the Missourl Democrat who chaired the House Merchant Marine and
Fisheries Committee, presented McAdoo's Ship Purchase Bill to the
members of his committee. The proposed legislation called for the
chartering of a federal corporation to purchase and operate vessels on
overseas trade routes. The corporation would be provided with an
original capital stock of $40 million and be controlled by a Shipping
Board composed of three cabinet officers: the Secretary of the
Treasury, the Postmaster General, and the Secretary of COl-etce.zs
As Wilson and McAdoo had suspected, opposition to the 8hip
Purchase Bill vas intense. Some congressmen attacked the measure as

being socialistic; others arqued that incidents involving government-
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owned ships could cause grave diplomatic complications -- or even lead
to involvement in the wvar; and still others maintained the whole
project would be an expensive drain on the Treasury. Wilson and McAdoo
strongly supported the bill and put pressure on Congress to pass it,
but when debate on the lssue threatened to split the Democratic Party,
they backed off. Congress adjourned in September without taking any
action on the proposed leqlslatlon.27

When Congress reconvened in December, the shipping paralysis of
the late summer and early fall was breaking down -- merchant vessels
were returning to trade routes and cargoes were once again moving. But
the shortage of shipping created by the war had dramatically driven up
freight rates, which was bad news for American farmers and manufac-
turers vho sold goods in foreign countries. Government-owned vessels,
Wilson and McAdoo believed, could ease this condition by charging more
reasonable rates. On 9 December they thus had the Ship Purchase Bill
reintroduced iato Conqzess.z8

As was the case earlier, a vigorous opposition to the bill
immediately developed. Once again the measure was attacked as
socialistic, as wasteful, and as likely to involve the United States in
diplomatic quarrels. Indeed, this latter scenario appeared to be
increasingly probable. At the start of the war Prance had announced
that it would not recognize a change of registry on German ships under
any circumstances, and it wvas maintaining that firm stand; if the U.S.
government bought the sleek steamers of the Hamburg-American Line, the
French would treat the vessels as if they were flying the German --
instead of the American -- flag. The British, meanvhile, were once
again concerned that the German ships in U.S. ports might be used to
trade with the Central Powers. This fear was confirmed in Pebruary
when one of the German vessels, the Dacia -- which had been sold to a
private American owner -- set sail for Burope with a cargo of cotton
bound for Germany. The Prench seized the ship on 27 Pebruary, paid for
the cotton to placate the American merchants who had shipped it, and
submitted the issue of the vessel's fate to a Prize Court (which
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The Dacia incident seemed to confirm the arguments of one of the
Ship Purchase Bill's chief congressional critics, Henry Cabot Lodge.
The Republican Senator from Massachusetts told his supporters that
McAdoo's proposed legislation was "an unneutral act and alwmost an act
of hostility" since the purchase of the German steamers would provide
Berlin with "thirty or forty millions of United States money in
exchange for ships which they cannot possibly use and which are
deteriorating every day." To former President Theodore Roosevelt,
Lodge wrote:

The ship purchase bill . . . is one of the most dangerous
things internatlionally -- I say nothing of its viclousness
economically [Lodge attacked the bill as socialistic] -- which
could be imagined. The plan is to buy the German ships. If this
is done and the Allies refuse to recognize the transfer of the
flag -- which Prance and Russia certainly will do . . . -- we
shall find ourselves with Government-owned ships afloat, which the
Allies regard as German ships and therefore good prize and which
are liable to be fired on and sunk. . . . If they should buy the
ships, and 1f the powers should refuse to recognize the transfer
and treat them as German ships, this incompetent Administration
may flounder into war, just as they blundered and floundered into
bloodsgsd at Vera Cruz (during a diplomatic crisis with Mexico in
1914).

Vilson and McAdoo never publicly proclaimed that they would
purchase the German ships, but this was, in reality, their Intention.
They therefore refused to accept an amendment to the Ship Putéhase
Bill, introduced by Lodge, which would have prevented the government
from buying the vessels of any belligerent nation. In truth, the
amendwent would have completely killed the impact of the bill, for the
only ships readily available for purchase were the interned German
steamers. By the early months of 1915 there was a worldwide shortage
of shipping due to the growing demand for vessels on transatlantic
trade routes; it would have been difficult for the government to
purchase ships elsevhere if the German vessels were put off limits (the
Lodge amendment, for that matter, would have put British, French,
Austrian, Japanese and Russian ships off limits as well, which did not
leave much to choose from, since these nations -- along with Germany --
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accounted for almost seventy percent of the world's mecrchant tonnage).
Although the bill did give tihe government the authority to place orders
for new vessels in shipyards, this would not have produced any usable
tonnage in the near future. The ships from Germany were thus the only
*quick £ix" for the U.S. merchant narine.31

Wilson and McAdoo managed to get the House of Representatives to
pass an amended Ship Purchase Bill on 17 February 1915. In the Senate,
though, seven Democrats joined Republican opponents of the measure in a
filibuster which the Administration could not overcome. Wilson came to
see the fight as a partisan attack on his leadership by political and
economic interests -- and as a moral struggle between right and wrong.
"The Republicans,™ he wrote one acquaintance, were "employing the most
unscrupulous methods of partisanship and false evidence to destroy this
adainistration and bring back the days of private influence and selfish
advantage." The President gave no credence to the objections raised by
his opponents: "One would suppose,” he said, "that this was a bill to
authorize the government to buy German ships. There would be just as
stiff a fight agains. ¢, and from the same quarters, if it merely
conferred the power to build shlps.'3z

When the 8ixty-Third Congress adjourned on 4 March without

passing the bill, Wilson bitterly complained that selfish interests had
defeated his attempt to serve the nation's commerce during "a time of
extraordinary crisis and necessity." The President was already
thinking about recasting the legislation and presenting it to the
Sixty-FPourth Congress, which would convene in December 1915. And if
Congress continued to object to the purchase of belligerent vessels,
the new bill could at least provide the government "the power to build
shlps.'33

The expiring Sixty-Third Congress did not give the Administration
the Ship Purchase Bill it had fought so hard for, but it did pass one
significant piece of maritime legislation: the La Pollette Seamen's Act
of 1915. The man most responsible for the adoption of this measure was
Andrev Furuseth, the head of the International Seamen's Union of the
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Pacific. Puruseth had several goals: he hoped to improve working
conditions and safety in the American merchant marine by setting legal
standards; he wvanted to guarantee all merchant seamen in U.S. ports the
right to receive half their earned but unpaid wages upon demand; he
sought to abolish the imprisonment of seamen who deserted their ships
in port; and, finally, he planned to protect American jobs by driving
*undesirable® foreigners (especially Asians) out of the nation's
merchant marine by requiring that on each U.8. ship seventy-five
percent of the crew be able to understand orders given in English.

The main reason Furuseth insisted on the right of merchant seamen
to jump ship, without fear of imprisonment, was to give them the same
freedom to wvork or quit which wvas available to shoreworkers. Furuseth,
however, also bellieved such a policy could help make U.S. wage rates
more competitive with those paid by other merchant marines. As
Furuseth envisloned the impact of the legislation, foreign sailors in
U.8. ports would abandon their vessels in droves, after collecting half
their pay, and then seek service in the U.S. merchant fleet, which --
like many other American industries -- paid wages above the world
average ($30-$45 per month, compared to $20-$25 per month for British
crews, §17 for Swedes, and only $7-$9 per month for Orientals).

Foreign shipowners would therefore have to raise their pay scales to
hold crews, and this would reduce the differential in wage rates
between the American and foreign merchant marines. To prevent too many
*undesirable®™ foreigners, such as Asian "coolles," from seeking higher
vages on American ships, the proposed law's Bnglish language
requirement would be invoked.

Presjdent Wilson and Secretary of State Bryan were sympathetic to
Puruseth's efforts to promote the safety and welfare of American
seamen, but were bothered by the bill's requirement for the abrogation
of numerous American treaties. The diplomatic agreements Puruseth
targeted were those that contained clauses binding the U.8., and other
nations, to arrest and return merchant seamen who deserted their ships;
renouncing these arrangements could create severe diplomatic
complications. In emotional personal pleas, however, Furuseth and the
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bill's sponsor, the progressive Republican Senator Robert La Follette
of Wisconsin, were able to convince both Bryan and ¥Wilson to accept the
legislation. Shipowners, who because of the act would have to pay
increased costs for the safety and comfort of seamen, vigorously
opposed the legislation, but were not able to block passage. On 4
March 1915 President Wilson signed the measure into 1av.3‘

The La Pollette Seamen's Act did cause diplomatic complications
-- the British, in fact, would complain that many of their seamen were
Jumping ship in American ports. The law, however, would remain in
effect throughout the war, despite British calls for its suspension.
American shipowners would also continue to attack the measure since it
increased their operating costs and made them less competitive -- a
development which threatened to have long-term implications for both
the nation's shipping and shipbuilding Industries. As 1915 progressed,
though, these long-tera concerns seemed less important than what wvas
happening in the short term: an ever-increasing boom in demand for both
shipping and shipbuilding.3®

By the spring of 1915 shipping conditions had greatly changed
from the paralysis of August 1914, but Secretary of the Treasury McAdoo
still saw a need for a government-owned and operated commercial fleet.
A recession that had wracked the United States in late 1913 and early
1914, shortly after McAdoo took office, had shown the Secretary the
distress an economic downturn could cause; during such times a merchant
marine could help restore prosperity by exporting surplus production.
Just as importantly, McAdoo believed that if the nation hoped to have a
flourishing foreign trade, it would have to have a strong fleet of
merchant vessels., Yet private enterprise could not meet the needs of
the country: under private control the American merchant marine had
declined dramatically during the late nineteenth and early twentieth
centuries, and the vartime revival seemed likely to collapse once peace
returned. The only solution seemed to be a government fleet. An

editorial in Scientific American succinctly summed up the line of
thought McAdoo found so coavincing:




52

It is high time that private capital went into the business of
supplying the United States with a merchant marine. If private
capital is not willing to go into that business, and to go into it
quickly, the Government should come to the aid of our manufac-
turers who wish to export thelr commodities under conditions which
are substantially equal to those for their competitors. We should
not be left at the mercy of other nations who may wish, from
wvhatever motives, to prevent the exportation of American goods to
foreign countries and to control the marketing and handling of
these commodities.36

To sell his merchant marine program to the Congress, and to the
American people, McAdoo altered his approach to the issue during the
spring and summer of 1915. On 7 May a German U-boat sank the huge
British passenger liner, Lusitania, with great loss of life, including
128 Americans. In the United States, support for strengthening the
nation's defenses suddenly surged. As McAdoo later put it:

It vas a time of preparation; talk of preparedness was in the air.
The Administration and the friends of the shipping bill came to
the conclusion that our campaign for ships would be helped by
combining In one objective the creation of a wmerchant marine and a
fleet of naval auxiliary vessels; carriers of merchantable cargoes

in time of peace, and carriers of men and munitions in time of
war.

The shipping bill, in other words, could be sold as a "military
preparedness” measure., As McAdoo told one Democrat, Republican
advocates of defense spending would find it difficult to oppose a
shipping bill that sought to "give our Navy a merchant marine auxiliary
superior to that possessed by any other nation in the world, thus
making our Navy a more effective instrument than . . .any other navy of
similar size and power.'37

To explore the possibilities of this strategy, McAdoo asked
Secretary of the Navy Josephus Daniels how much merchant tonnage the
U.S. would need as a naval auxiliary should war come with Germany or
Japan. Daniels, beginning to make his own preparedness plans,
privately told McAdoo that 312,499 gross tons would suffice. MNcAdoo
took this amount, rounded it up to 500,000 gross tons, and prepared to
take his case for government-owned shipping to the natlon.38

McAloo's new plan no longer counted on the purchase of German
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ships; this, the Treasury Secretary now knew, was too unpopular
politically. Moreover, Germany had by now decided not to sell its
ships to the United States. The Dacia incident had demonstrated that
the Allies would not permit German merchant tonnage -- even if it flew
the American flag -- to carry goods to the Central Powers, and Berlin
did not want to part with the vessels if they would be used to trade
with the Allies.

McAdoo also realized that there was not much possibility of
purchasing ships from other nations; by late 1915 the shipping shortage
had become so acute, and freight rates so high, that few shipowners
were willing to sell their vessels. The only alternative was for the
government to order pey ships -- which meant they would be built in
American shipyards.39.

In October 1915 McAdoo began a long speaking tour to explain his
proposal for building a government merchant marine to business,
professional, and farm groups. While preparing speeches, he later
wrote, "1 put the idea of naval auxiliaries first, and the merchant
marine second.®” On 13 October he told the Indianapolis Chamber of
Commerce, in a widely reported address, that a merchant marine wvas
*"just as essential to the effectiveness of the Navy . . . as the guns
upon the decks of our battleships!®™ Preparedness demanded, he said,
that the Navy have auxiliaries where they could be quickly and easily
secured. Only later in his speech did he mention that the naval
auxiliaries he vas calling for could, in addition to their military
role, "enlarge our foreign trade and carry our influence, both
financial and commerclal, into the open markets of the world."

McAdoo took this message across the country, speaking in
Minnesota, Nebraska, North Dakota, Montana, Washlngton, Callfornia, and
other western states. Heartened by the favorable response he received,
he worked out the detalls of a new shipping bill for presentation to
Congress. He emphasized the importance of this measure for military
preparedness, but -- as he admitted in an interview during the latter
stage of his trip -- the "providing of suitable naval auxiliaries" vas
"not the only purpose of the administration in advocating a merchant

40
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marine." He added, "I may say that it is not even the principal
pm:pose."‘1

McAdoo revealed his true motives and goals in a candid letter to
Secretary of Commerce Redfield. If "the shipping bill was in existence
to-day,"™ he wrote,

I would prepare immediately plans and specifications for the most
needed types of ships (cargo ships first); get the suggestions of
the Navy Department, so as to make the vessels meet, as far as
possible, the requirements of naval auxillaries, and call for
bids. I would let contracts to those bidders who could promise
the earliest deliveries, favoring always the American ship

yards. . . . I would then ’'scrape the markets of the world' for
avallable tonnage, buying such as is suitable. . . . I would then
charter, if necessary, every avallable vessel to meet the pressing
needs of the moment. I would in addition to all of this have our
navy yards (if Congress would grant the authority) build certain
types of merchant vessels, suitable for naval auxiliaries, and, to
that extent, supplement the ship building facilities of the
country. In less than two years we could create a very
respectable fleet, and we could, during that time, enormously
influence the ocean rate situation in the most important parts of
the world; if not throughout the world, forcing reductions in many
of the present exorbitant rates and saving large sums to American
producers.

While McAdoo was thus speaking to public audiences about the need of a
merchant marine for naval preparedness, his primary interest was trade:
"cargo ships™ would come "first," and the main task of a government
fleet would not be to support the Navy, but to force reductions in
overseas shipping rates. This proposal promised to have significant
impacts on both the nation's shipping and shipbuilding industries.
First, though, it had to get through Canress.‘z
To help prepare the legislation, McAdoo relied on several
advisers. Most important was Bernard N. Baker of Baltimore, who had
run a shipping line for many years. Baker had long been calling for
legislation to build up America's merchant marine, and he eagerly
supported McAdoo's efforts. During the congressional fights over the
ship purchase bills in 1914 and 1915, Baker had supplied the Treasury
Secretary with masses of facts and figures on merchant shipping. He

had also spoken out in support of Administration policy, and published
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articles (and even, at his own expense, a book) about the need for a
revitalized commercial fleet.‘3

Another important adviser was William Denman, a San Francisco
admiralty lawyer and member of the Callifornia Democratic State Ceatzal
Committee. McAdoo, during his October 1915 western trip, had met
Denman at the home of California's Democratic Senator, James D. Phelan.
McAdoo and Denman, who may have been briefly acquainted before, spent
some time discussing the legal aspects of the proposed shipping bill.
Soon after returning to Washington D.C., the Treasury Secretary wrote
to Denman to ask for suggestions on the draft legislation. Throughout
December, and into the first half of January 1916, Denman kept up an
active correspondence with McAdoo and provided the Secretary with
lengthy, detailed legal advice on the form the bill should take.
McAdoo appreciated the suggestions Denman provided and incorporated
many of them into the legislation he was pteparlnq.“
Another man McAdoo turned to for suggestions was Arthur B.
Farquhar, a Pennsylvania manufacturer of agricultural equipment.
Farquhar sold many of his farm implements to South America and South
Africa, and thus had a deep interest in merchant shipping. Since the
1880s he had been urging government aid be given to the nation's
commercial fleet, but his efforts had had little impact until the
conversion of McAdoo to the cause. As the Treasury Secretary worked on
his new shipping bill he listened to what Farquhar had to say, but did
not rely as heavily on the Pennsylvania industrialist as he did on
Baker and Dennan.‘s

While McAdoo prepared the revised shipping bill, President Wilson
announced hls support for the measure in his third annual message to
Congress, on 7 December 1915. This speech emphasized preparedness
issues -- Wilson called for a massive five-year naval building program,
and a substantial expansion of the army. McAdoo's =/ pping measure was
also presented as having a national security twist: t.. President told
Congress America could never enjoy true economic and political
independence until it had a strong merchant ileet:.‘6

With the 8ixty-Fourth Congress now in session, McAdoo and Wilson
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worked to win Democratic support for the proposed bill before
introducing it on Capitol Hill. They paid particular attention to
Democratic Senators who had abandoned them on the ship purchase bills
of 1914 and 1915 -- and managed to win over a key defector, Senator
James P, Clarke of Arkansas. In the House, meanwhile, the Administra-
tion made sure it had the full backing of two key Democrats:
Representative Alexander, Chalrman of the Merchant Marine and Fisherles
Committee, and Representative Claude Kitchin of North Carolina, the
Majority Leader. With all these ducks apparently in line, McAdoo had
the carefully crafted bill introduced into the House on 31 January
1916.47

The bill quietly and steadily worked its way through a Congress
which seemed preoccupied with debates over army and navy preparedness.
Opponents trotted out the same arguments they had used to kill the
earlier ship purchase bills -- the measure was a "socialistic scheme"
which could create diplomatic complications. This time, however, the
Muinistration was willing to compromise and accept limiting
amendments: one required the Shipping Board to stop operating merchant
ships flve years after the end of the Buropean War (thus limiting the
"socialistic® time frame of the bill), and another prohibited the Board
from purchasing ships belonging to belligerent nations (thereby
reducing the possibility of diplomatic complications). This latter
provision meant that the only realistic option the Board would have for
acquiring ships would be to build them in American shipyards, for few
neutral vessels were for sale. After these amendments were approved,
the bill was passed by the House on 20 May and by the Senate on 18
August; the vote in both chambers generally followed party llnes.‘a

The Shipping Act of 1916, as finally passed by Congress, provided
for the establishment of an independent Shipping Board made up of five
commissioners appointed by the President, and confirmed by the Senate,
for terms of six years (the original appolntees, for purposes of
rotation, were given terms of two, three, four, five, and six years,
respectively). Not more than three commissioners could be from the
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same polftical party, and the commissioners themselves would decide, by
a vote, which one of them would be Chairman.

The Board's responsibilities were extensive. During the
"pnational emergency" it had to approve any proposed transfer of an
American vessel to foreign registry. The Shipping Board also had
sweeping authority -- comparable to that exercised by the Interstate
Commerce Commission over railroads -- to establish rates and determine
the service to be provided by merchant shipping on coastwise and
overseas routes. Finally, and most importantly, the Board was
authorized to form a subsidiary corporation, with a capital stock of
$50 million, for the "purchase, construction, eguipment, lease,
charter, maintenance, and operation of merchant vessels in the commerce
of the United States." The power to do this, however, was granted only
1f all efforts to induce the private operation of shipping failed, and
If the President approved. Five years after the end of the war, any
corporation which had been formed would automatically be dissolved and
government operation of merchant shipping would have to <:ease."9

On 7 September 1916 President Wilson signed the Shipping Act at a
White House ceremony. McAdoo, who had fought so long and so hard to
establish the Shipping Board, got to keep the pen the President used to
sign the bill. When reporters asked the Secretary what impact the
legislation would have, McAdoo assured them the Shipping Board would
soon vindicate ltself.so

Butting the Shipping Board Together

Now that the Shipping Act was on the books, the President was
responsible for naming the first commissioners to the newly created
Board. McAdoo had bequn working on this task while the shipping
measure wvas still being debated on Capitol Hill. One problem he faced
wvas that the salary for members of the Board was set by Congress at
$7,500 per year -- as McAdoo told the President, this made it
"extremely difficult to secure men of the right qualifications who are
not men of means." Nonetheless, he had some names in mind. Bernard
Baker, the Baltimore shipping expert who had done so much to help draft
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the Administration's shipping legislation, was an obvious choice, as
was the Pennsylvania industrialist who had long advocated a government-
sponsored merchant marine, Arthur B. Farquhar. Both men were willing
to accept the position at the salary offered.51

Another likely candidate was William Denman, the San Prancisco
lawyer who had provided such useful legal advice. On 2 June McAdoo
wrote Denman to ask if he would be interested in having a position on
the Board. Denman responded with a personal letter. He would be
willing to serve, he said, but his financial circumstances would not
permit him to give up his profitable law practice "for the uncertain-
ties of one of the shorter terms."” Denman told McAdoo that he had made
investments in properties in California which would not fully mature
for several years; if he spent only a short time on the Board, he
feared he would return to San Francisco "in debt as well as without a
practice.® A five-year appointment to the Board, however, would "in
all likelihood see things in the clear with the investments.® McAdoo
responded: "I think your position is entirely right, and if anything is
done you can be sure that your desires will be regarded.'sz

Yet another good choice for the Shipping Board, from McAdoo's
perspective, was John A. Donald, a New York Democrat who was presideat
of a small shipping line which operated five steamers. McAdoo had
known Donald since the late 1890s, and in 1902 had bought 81,500 worth
of stock in Donald's fledgling steamship company. This entitled McAdoo
to be listed as the firm's vice-president, but he did not play any
significant role in the running of the business. The company managed
to survive, but it was not particularly profitable; McAdoo's stock
never increased much in value. The Treasury Secretary, however, was
impressed with Donald's integrity and knowledge of the shipping
business. McAdoo offered Donald an appointment to the Board shortly
after the Shipping Act of 1916 was signed, and Donald accepted.>>

A problem for McAdoo was that Baker, Parquhar, Denman, and Donald
were all Democrats, and the Shipping Act stated that not more than
three of the Board's members could come from the same party. "As you
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can readily imagine,” McAdoo told Denman, "we have . . . an embarrass-
ment of Democratic materiali™ The name the Treasury Secretary decided
to forego was Farquhar; late in October McAdoo notified the man from
Pennsylvania that the "awkward" requirements of the law made it
difficult for the Administration to place all the nominees it wished on
the Board. Farquhar accepted the news with good grace.s‘

The tough part for McAdoo was finding nominees who were not
Democrats. Bernard Baker recommended John Barber White, a retired
lumberman from Kansas City whom he had known for many years and who
would, Baker said, do good "team work." White was elderly (sixty-nine
years old), not in the best of health, and lacked any shipping
background. He was, however, a Republican, and he did come from
Missouri -- an important consideration since the Shipping Act required
due consideration be given to having different sections of the country
represented on the Board. Baker of Maryland and Donald of New York
came from the East, Denman the West, and White could £ill the bill for
a Midwesterner. McAdoo ran White's nawme past Senator William J. Stone,
the influential Missouri Democrat who headed the Senate Poreign
Relations Committee, and got no objection. White was thus the Board's
fourth member.>>

The final member, McAdoo felt, should come from the South. He
wrote to Wilson, "I have racked my brain and ransacked my acquaintance
to find a man of necessary qualifications, and especially one vho is
not a Democrat.” At last, he said, he had "found an admirable
solution®: Oscar T. Crosby, a well-known electrical engineer from
Virginia. Crosby, an 1882 West Polint graduate, had worked in several
different cities after leaving the Army in 1887. He retired from
business in 1913, but after the war began he went to Europe to serve
with the Commission for Relief in Belgium. Because of Crosby's
frequent moves, McAdoo noted, he had "not been identified, in a
partisan wvay, with any political party.® He would thus "undoubtedly
qualify as a thorough Independent®™ -- albeit one who conveniently had
supported Wilson in 1912.56

On 16 October, with the tightly fought presidential election
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campaign between Wilson and the Republican nominee, Charles Bvans
Hughes, in full swing, McAdoo submitted his recommendations to the
President. The three Democrats would get the Board's longest terms:
Denman six years (in line with the request he had made in June), Baker
€ive, and Donald four; Crosby, the "Independent," would get the three-
year term while White, the Board's only Republican, would have the two-
year appointment (which was probably a blessing in view of White's
frail health -- in fact, in late October White tried to withdraw his
name from consideration, but Baker and McAdoo convinced him to
reconsider).

McAdoo would later write that there had "been no effort or
thought, whatever, of injecting politics® into the selection of the
Shipping Board's members. This was a less than candid appraisal.
McAdoo's goal, clearly, was to appoint Democrats who would support the
Administration, and then ensure the non-Democrat members would not make
trouble. This he accomplished: Denman and Baker had helped draft the
legislation creating the Board and could apparently be counted upon to
back Administration positions; Donald, a long-time acquaintance of
McAdoo, and Crosby, a Wilson supporter, could probably be counted upon
as well; and the elderly White, the only Republican, was relatively
feeble and knew little about shipping -- his main qualification was
that he would be a "team player." The Board, in short, appeared to bde
heavily stacked in favor of the Adninlstratlon.57

McAdoo recommended Wilson immediately announce the appointments
since the Shipping Act, signed on 7 September, was "already in force
without a Board to administer it." Wilson, however, decided to delay
announcing the Board members until after the election -- probably to
keep the partisan nature of the appointments from becoming an issue in
the campaign. Colonel House fully supported the President's decision:
"I am glad you have not made the appointments,™ he wrote to Wilson on
27 October, "It will be much better to do it after the electlon.'sa

The election itself was one of the closest in American history.
Early returns the day after the vote suggested Hughes had won; in fact,
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the Nev York Times and the New York World both conceded the election to
the Republican on the basis of a G.0.P. tidal wvave in the Bast. The
San _Francisco Chronjcle, a fervent Republican paper, ran giant pictures
of Hughes and his running mate under the headline: "THE NEXT PRESIDENT
AND VICEB-PRESIDENT." But as additional vote tallies came in, the
picture began to change. Wilson showed strength in the "8olid South,"
the Great Plains, the Rocklies, and the Far West -- and in the Midwest
took the normally Republican state of Ohio. As the race began to
tighten up, McAdoo, following the returns in his office at the Treasury
Department, had Denman, in San Francisco, monitor the California vote,
which was now the key to the entire election -- and which had developed
into a very close contest. "Wire me the latest,™ McAdoo asked on the
afternoon of 9 November, "with California President wins."” It would be
a "close shave," Denman replied, but it looked like Wilson would take
the state by 1,000 to 1,500 votes. That evening it became clear
California would indeed go for Wilson; as one historian put it, for the
Democrats “the victory in California . . . wvas a home run in the ninth
inning that broke up the ball game." An overjoyed McAdoo wired Denman:
"Hearty thanks for your telegrams. It is a glorious victory and
California has covered herself with glory by her splendid contribution
to a noble cause."s9

Denman had not really played any major role in the California
campaign -- he had spent much of the summer and fall in the Bast on
legal business -- but he, like other California Democrats, basked in
the glory of the dramatic Wilson triumph. Many Californians expected
political rewards for the state's key role in Wilson's election. As
the San Francisco Examiner editorialized on 11 November:

Now, California has been the pivotal State this year and she is
very likely to be the pivotal State in elections to come. Her
favor is therefore highly worth courting, both by those in power
and those who hope or expect to come into power. She no longer
can be treated as something negligible . . . .

¥e have shown our political strength. Now let's get together
and take advantage of the commanding position we have taken in the
politics of the nation.

An editorial cartoon on the same page showed California's golden bear
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walking up the steps of the White House with a satchel marked "13
ELECTORAL VOTBS"; at the top of the stairs Wilson wvas waiting with open
arms and these words: "I am overjoyed to see you -- come right in and
let me know what I can do for you!!'so

Denman, it turned out, would soon appear to be one of the
beneficiaries of the Callifornia vote -- he would be nawed Chairman of
the Shipping Board. But before that happened, there was a change in
the make-up of the membership: the Crosby nomination fell through.
Since Crosby had represented the South on the Board, McAdoo had to find
a commissioner from Dixle who was not a Democrat -- a challenging task.
His first choice was John M. Parker of Loulsiana, a leader of the
Progressive Party in 1912 who supported Wilson in 1916 (thus making him
the best kind of non-Democrat). Parker, though, politely refused the
position, forcing McAdoo to turn to other possibilities. The most
promising of these was Theodore Brent, a forty-two year old Republican
from Nev Orleans who had held a varliety of executive positions with
railroads, a coal mine, and several freight companies. Bernard Baker
did some research on Brent and reported to McAdoo that the young man
supported the Shipping Act and wvas “"unanimously® backed by the business
interests of New Orleans. McAdoo interviewed Brent by long-distance
telephone, and then, to make sure Brent would be a *team player,” sent
the following wire on 21 December 1916:

Am 1 correct in my understanding that you are in thorough
sympathy with the spirit and purposes of the Shipping Bill
approved by the President on September seventh, and with the
general policies of the administration in respect to this
question. I understood you to say as much to me in our recent
interview, but I want to be sure that I am correct about this
matter. Please answer promptly.6l

Vhen a positive reply came back the next day, McAdoo sent the
names of Denman, Baker, Donald, Brent, and White to the Presideat as
his nominees for the Shipping Board. Wilson approved this list and
released it to the press. The Shipping Act, which had been on the
books for more than three and a half months, was finally starting to

come to life. The nominees, however, still had to be confirmed by the
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Senate.62

Baker, who expected to be named Chairman as a result of the loyal
support he had given McAdoo on all three shipping bills, called for an
informal meeting of the nominees on 3 Januvary 1917 to talk things over.
Denman, still in California, could not sit in on these discussions;
with some irritation he wired Baker: "What emergency requires sudden
call before confirmation?" Baker responded that his only purpose was
to get a head start on setting up the Board and considering possible
policy; no formal decisions would be made. ODenman, though, did not
like being frozen out. Baker's actions, furthermore, suggested the man
from Baltimore would personally try to set the Board's agenda from the
very start; the incident helped sour the relationship between Denman
and Baker right off the bat.®?

Denman arrived in Washington D.C. early in 1917 and he, Baker,
White, and Brent were confirmed by the Democratic Senate on 20 January.
Donald's nomination was held up for a few days when it vas revealed
that he had operated steamships under the British flag and had employed
cheap Asian "coolies.™ Such practices, however, had not been uncommon
among American shipping men before the start of the EBuropean War, and
opponents of the Administration could not block Donald's confirmation,
which came on 23 January. The Shipping Board was at last -- four and a
half months after its creation -- fully manned and ready to begin
deliberations.64

The very next day there wvas a crisis. The Shipping Act provided
that the Board would elect its own Chairman, and Baker expected to win
easily: his own vote, when combined with that of White (his long-time
friend) and Donald (who had publicly stated his support of Baker),
would provide the three votes needed. On 24 January, however, McAdoo
told Baker that the Administration "thought it would be wise, in the
circumstances, if the Board would consider giving the Chairmanship to
the Pacific Coast." This, of course, meant Denman, the only appointee
from the West. The President, McAdoo told Baker, was in full “accord
with this suggestion.”

Baker was infuriated; in discussions with Denman he had
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discovered significant points of disagreement, especially over legal
disputes pending against the British government on maritime matters.
Denman wanted to prosecute these actions vigorously; Baker believed the
cases should be soft pedaled to avoid increased hostility with London.
Baker, moreover, may have already concluded, as he later put it, that
the San Francisco lawyer knew "absolutely nothing about ships."
Frustrated and angry over the prospect of serving under Denman, Baker
wrote to both Wilson and McAdoo the next day and asked them to
*withdrav my name as a member of the Shipping Board."™ Wilson was
surprised by the request, but accepted the teslqnatlon.65

McAdoo never gave a full explanation as to why he and President
¥ilson wanted the Chalrman to come from California. The Marjine Review
speculated that this may have been an attempt to balance the Shipping
Board's geographical representation since two of the commissioners were
from eastern cities. The New York Times suspected the motive was "to
escape the possible pressure of conflicting lnterests in the shipping
and shipbuilding industries along the Atlantic seaboard." Critics of
the Administration, though, saw political maneuvering: California had
won the election for Wilson, and "for this accomplishment California
was to be rewarded.”™ The headline published by the Republican San
Francisco Chronicle put it bluntly: “BAKER OUSTED TO PAY WILSON DEBT TO
vese, 56

The reason for McAdoo's support of Denman may not have been as
complex, or politically sinister, as any of the speculation at the time
suggested. Baker could be, as his resignation demonstrated, impulsive
and difticult to get along with. Denman had clashed with Baker and had
resented the Baltimore shipping man's efforts to seize control of the
Board in early January -- McAdoo might have felt the same way about
Baker's power play. In the final analysis, the Treasury Secretary may
have simply come to the conclusion that Denman would be easier to work
with than the strong-willed Baker.

The Board, nov one member short, met for the first time
officially on 30 January 1917. Denman was unanimously elected
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Chaitlan.67

ready to begin its work -- and a dramatic new chapter in the history of
American merchant shipping, and merchant shipbuilding, was about to
open. An equally dramatic chapter, however, was already underwvay in
naval ship construction.

Already scarred by controversy, the Shipping Board was now
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CHAPTER 3
THE EXPANSION OF NAVAL CONSTRUCTION:
AUGUST 1914 TO JANUARY 1917

American Neutrality and Naval Construction
On 1 July 1914, exactly one month before the outbreak of the

European War, the Navy's General Board submitted its confidential
recommendations for the next annual building program to Secretary of
the Navy Josephus Daniels, The previous year's recommendations,
published in the Secretary's 1913 Annual Report, had called for a fleet
of forty-eight battleships by 1920. Some critics had argued that the
only significance of this number was that there were forty-eight
states; since battleships were named after states, the number forty-
eight would neatly match each state's name to a specific warship. The
General Board cateqorically denied this charge:

This number -- 48 -- and the date -- 1920 -- were fixed not from
any sentimental reasons of the number of states as to numbers, or
any random time as to date, but from a calm, logical review of the
policies and aims of the nation, and of the known prospective
developments and aims of other countries. The policy was to
provide and maintain at all times a fleet equal or superior to
that of any nation likely to challenge our policies, to the end
that such a challenge might be prevented and peace insured.l

Specifically, the Board told Daniels, it was concerned about
Germany, which sought to have a fleet "of 41 battleships and 20 large
cruisers with proportional lesser units by 1920"; the reason the United
States needed forty-eight battleships by that year, the Board said, was
"to be prepared for any possible challenge from this (German] fleet.'2

The General Board recognized that it was impossible to get so
many battleships approved in the existing political environment. To
make good the "shortage" of dreadnoughts by 1920, it admitted, "would
require an excesslve building program beyond the reqular revenues of
the country.® The Board nonetheless told Daniels that it still adhered

*strongly to its oplinlon that the needs and security® of the nation
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required "a fleet of 48 battleships, and that this fleet should be
obtained at the earliest date practicable, consistent with a reasonable
use of the national resource." To this end the Board recommended that
four new battleships be produced each year until 1919, and then two a
year thereafter; such a program would create "the desired fleet of 48
battleships in 1923." Daniels was not convinced; although he agreed to
publish an unclassified version of the General Board's argument in his
1914 Annual Report (leaving out, for obvious diplomatic reasons,
references to the threat of the German fleet), his inclination was to
ask Congress Ior only two battleships -- the same number he had
requested the previous yea:.3

The outbreak of the Buropean War, in August, did not lead the
Navy Secretary to reconsider his view. By September a "consensus of
opinion® was developing on the General Board that the United States, in
the dangerous new world that existed as a result of the war, needed "a
navy to second to none®™ -- but Daniels disagreed. The Secretary
believed a memorandum prepared by his logistics staff provided a much
more realistic appraisal of the situation; "nothing [had] occurred,"
the memorandum said, "to cause a change" in the existing naval building
ptoqzan.‘

Daniels's reluctance to alter existing building plans was not due
to a fear of decisive actlion on his part; the Navy Secretar: was
willing to take dramatic steps if he felt they were necessary. In
April 1914, for example, he had ordered the Navy to seize the Customs
House at Vera Cruz, Mexico, to prevent the landing there of munitions
destined for General Victoriano Huerta, a dictator the ¥llson
AMministration hoped to drive from power in Mexico City. The fighting
that ensued had led to the death of 126 Mexicans and nineteen
Americans; another 195 Mexicans and seventy-one Americans were wounded.
Although the "pacifistic" Daniels deeply regretted these casualties, he
-- like Wilson and Secretary of State William Jennings Bryan -- felt
the United States vas serving mankind in Mexico by making an assault on
tyranny; the Mavy Secretary thus saw the bloodshed as justified. He
did not see any justification, however, for the United States Navy to
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make dramatic changes in policy because a war had bequn in Europe.

The only actions Daniels felt he needed to take in response to
the European conflict were relatively minor ones. For a while he
considered sending warships across the Atlantic to bring back marooned
Americans, but he abandoned this scheme as lmpractical when he came to
realize -- as one adviser told him -- that battleships did not have the
necessary “passenger accommodations.®™ A step he did take, at the
direction of President Wilson, was to ban public statements by naval
officers "on the military or political situation on the other side of
the water." Along these same lines, he later permitted the Commandant
of a Naval Tralning Station to forbid recruits from singing the British
Army favorite "It's a Long Way to Tipperary" -- a decision, he wrote in
his memoirs, which gave "cartoonists an opportunity to pillozry" him
over the definition of neuttallty.5

Daniels was not disturbed by such lampooning. In fact, he almost
seemed to relish it. In June 1914, for example, when he extended the
Navy's ban on alcoholic beverages to include officers as well as
enlisted men, thus striking a blow for prohibition, there developed, as
he later put it, a "storm of opposition and ridicule"; more than a
hundred editorial cartoons appeared on the topic of a “"grape juice"
navy. Amused by all this attention, Daniels and his wife wrote to the
artists of those drawings they found particularly interesting to ask
for the originals, which they then had framed and hung in their study.
This assault on the officers' wine mess attracted far more attention
than any of the activities Daniels engaged in during the first few
wveeks of the Buropean Ha:.s

The handsome thirty-two year old Assistant Secretary of the Navy,
Pranklin Delano Roosevelt, was frustrated with Daniels's passive
response to the raging battles across the Atlantic. Roosevelt vas a
well-bred Mew York Democrat from the Hudson Valley who was popular in
yachting and high society circles. As a politician he had made his
reputation fighting Tammany Hall bosses in the New York State Senate.
Like his distant cousin, Theodore Roosevelt, he was a "big navy" man,
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and vith a wvar undervay he felt the United States had to take
aggressive action to respond to the crisis. He found Daniels's
moderate and peaceful policy exasperating, especially when the
Secretary refused to authorize the recall of several battleships from
Mexican waters -- a precautionary movement recommended by the General
Board on 1 August. The next day Roosevelt wrote his wife, Eleanor,
that none of the civilians at the Navy Department "seemed the least bit
excited about the Buropean crisis.® He went on to say:

These dear good people like W.J.B. {Secretary of State Willlam
Jennings Bryan) and J.D. [Josephus Daniels] have as much
conception of what a general European war means as Elliott
{Roosevelt's son, then four years old) has of higher mathematics.
They really believe that because we are neutral we can go about
our business as usual.’

Yet in reality there wvas relatively little for the U.8. Navy to
do. The Wilson Administration did create two special boards that
required Navy representation -- one to deal with the maintenance of
American neutrality, and the other to assist stranded Americans in
Europe -- and Roosevelt sat on both. This was because, he wrote his
wife, "Mr. D. didn't seem anxious to do it himself.®™ In fact,
Roosevelt told Eleanor, "I am running the real work; although Josephus
is here! He is bewvildered by it all, very sweet but very sad."a

On 13 August Roosevelt suddenly -- and unexpectedly -- announced
that he would be a candidate for the U.S. Senate in New York. Although
his biographers still debate the reasons behind this decision, one
factor may have been the Assistant Secretary's frustration at serving
under Daniels. Any hopes Roosevelt entertained about moving out of the
Navy Department and into the Senate died, though, vhen his campaign
fizzled; he went to New York to stump for votes, but lost the primary
election by a two-to-one margin on 28 September. Wwhen he returned to
the Navy Department he found that conditions were little different from
wvhen he had left in mid-August. Apathy prevailed both within the
Department and among the general public. As the naval historians
Harold and Margaret Sprout put it:

From August until mid-October there was practically no public
discussion either of the possibility that the American Navy amight
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eventually play a role in this conflict, or of the possible
bearing of the war on the future security of the United States.?

This sitvation abruptly changed on 16 October 1914. Representa-
tive Augustus F. Gardner, a Republican from Massachusetts (and son-in-
law to the state's leading Republican spokesman, Senator Henry Cabot
Lodge), introduced a House resolution which called for an investigation
of the nation's military preparedness. This was necessary, Gardner
said, because the defense of the republic had been entrusted to a tiny
regular army, a small and poorly trained militia, and an undermanned
navy which was inferior in practically every class of ship to Great
Britain and Gezlany.lo

Gardner's sensational charges found a receptive audience. The
war in Burope had created a vague but growing mood of unease in the
United States; Americans had begun to wonder what impact the fighting
might have on their own lives. There were many unanswered gquestions.
I1f the U.S. were to be attacked, could it defend itself? Was there a
threat to the nation's neutrality from German militarism, which had
ruthlessly disi2garded the neutrality of Belgium? The wvar, regardless
of its outcome, was likely to cause a major realignment of the great
powers -- would this perhaps threaten the United States?

As the war contlnued, some Americans came to believe that the
nation should start to prepare for whatever contingencies llght
develop. But the nature of the threat was not well defined. As The
Atlantic Monthly put it, there was "a general sense of physical
uneasiness® in the country which made people more willing "to listen to
prophets of military + .1." The New York Times summarized the
situation three days after Gardner's speech: there "is a growing
feeling,™ the Times said, "that the Buropean War is getting nearer to
us."ll

One of the primary agitators for an increase in military
preparedness was the energetic Assistant Secretary of the MNavy.
Roosevelt agreed completely with the crusty Admiral Bradley A. Piske,
the Navy's Alde for Operations, who arqued that naval capabilities
needed to be strengthened. FPiske bluntly told Daniels that the U.S.
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fleet was “unprepared for war" and that in a conflict with a major
power the United States would be as helpless “as the Prench were before
the Germans in 1870." Daniels paid no attention to the Admiral, baut
Roosevelt felt something had to be done.12

One action Roosevelt had already taken, in secret, wvas the
encouragement of Representative Gardner's call for a naval bujild-up.
Roosevelt, in fact, had even helped the Massachusetts Republican
prepare his 16 October attack on the Navy Department. But all of this
maneuvering was behind the scenes -- it was not until 21 October that
Roosevelt weat public. On that date he gave out a press statement --
drafted with the assistance of Admiral Fiske -- "which on the surface
appeared to support® the Administration, but which "in actuality aided
Gardner." The most spectacular charge Roosevelt made was that the Navy
needed eighteen thousand more enlisted men in order to man its ships.l3

Roosevelt's statement was a thinly veiled challenge to Danijels's
policy. Flske, who detested Daniels, noted in his dlary that Roosevelt
now believed he had "burned his bridges behind him" as far as the
Secretary of the Navy was concerned. But the Assistant Secretary was
willing to accept the consequences of his action. The press statement,
he wrote to his wife,

is the truth and even if it gets me into trouble I am perfectly
ready to stand by it. The country needs the truth about the Army
and Navy instead of a lot of the soft mush about everlasting geace
which so many statesmen are handing out to a gullible public.lt

The efforts of Gardner and Roosevelt helped spark what soon
became known as the "preparedness movement." Prominent individuals --
such as former President Theodore Roosevelt, Senator Henry Cabot Lodge,
and General Leonard Wood -- and numerous organizations -- such as the
National Civic Pederation, the Navy League, and the newly formed
National Security League -- all called for a beefing up of the nation's
defenses. 80 did influential military officers, such as Major General
Leonard Wood and Rear Admiral (retired) Alfred Thayer Mahan. Nor was
the youny Roosevelt the only member of the Wilson Administration who
sav a need for military reform: Secretary of War Lindley M. Garrison,
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Assistant Secretary of War Henry 8. Breckinridge, and Colonel Edward M.
House, the President's close friend and unofficial advisor, all came to
believe America's military forces had to be strengthened. 8o did many
newspapers, businessmen, and urban pzofesslonals.15

Woodrow Wilson and Josephus Daniels were not so easily convinced.
The President laughingly called the talk about preparedness a "good
mental exercise®™ and told Congress the Administration would not alter
its attitude because some Americans were ®nervous and excited.”
Daniels, meanwhile, had Roosevelt issue a revision of his controversial
press release; the Assistant Secretary now told newspapermen: "I have
not recommended 18,000 more men, nor would I consider it within my
province to make any recommendation on the matter one way or the
other.®

This public setback did not change Roosevelt's convictions about
preparedness, but it did make him more circumspect in what he sald and
did. As Gardner hammered away at army and navy weaknesses in the House
of Representatives, Roosevelt quietly began to provide the Massachu-
setts Republican -- Daniels's most vocal critic -- with information
about naval shortages and pzoblem.16

The Secretary of the Navy was remarkably unfazed by this disloyal
behavior. Indeed, Daniels put up with a lot from his subordinate. The
young Assistant Secretary, for example, would often take a supercilious
attitude in dealings with his boss. "Dear Mr. Daniels, " Roosevelt once
wrote, "Do please get through two vital things today."™ On another
occasion Daniels saw a memorandum Roosevelt prepared which opened: "The
actual present danger of this situation should be explained to the
Secretary and he must understand that jmmedjate legislation is
necessaty.'17

Daniels was probably irritated by the condescending tone of such
communications, but his personal relationship vith his Assistant
Secretary remained surprisingly cordial. Roosevelt himself was taken
aback by the Secretary's continued friendliness; he once told Bleanor,
somevhat in astonishment, that Daniels seemed "cheerful and still glad
to see me!" The two men, although very different from each other in
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background and viewpoints, generally got along well. As Prank Freidel,
Roosevelt's biographer, puts it, Danie